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DEPARTMENT  OF  ENERGY:  TRAVEL 
EXPENDITURES  AND  RELATED  ISSUES 


WEDNESDAY,  JUNE  12,  1996 

House  of  Representatives, 

Committee  on  Commerce, 
Subcommittee  on  Oversight  and  Investigations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10:04  a.m.,  in  room 
2322,  Raybum  House  Office  Building,  Hon.  Joe  Barton  (chairman) 
presiding. 

Members  present:  Representatives  Barton,  Cox,  Crapo,  Burr, 
Klink,  Eshoo,  and  Dingell  (ex  officio). 

Also  present:  Representative  Brown  of  California. 

Staff  present:  J.  Marc  Wheat,  majority  counsel;  Joseph  T. 
Kelliher,  majority  counsel;  J.  Alan  Hill,  majority  staff  assistant; 
Reid  Stuntz,  minority  general  counsel,  and  Chris  Knauer,  minority 
investigator. 

Mr.  Barton.  The  subcommittee  will  come  to  order. 

A  housekeeping  announcement:  I've  been  informed  by  committee 
staff  that  we  expect  to  have  a  journal  vote  sometime  in  the  next 
30  minutes  or  so,  after  the  1  minutes,  so  we're  going  to  go  ahead 
and  start  the  hearing,  but  at  some  point  in  time  in  the  next  hour 
we'll  have  to  have  a  short  recess  to  go  vote. 

I  want  to  welcome  our  panel  of  witnesses  here  today.  This  hear- 
ing is  a  continuation  of  hearings  that  we  have  been  holding  over 
the  last  several  months  about  the  travel  practices  of  the  Secretary 
of  Energy.  Today's  hearing  is  an  opportunity  for  some  of  the  par- 
ticipants in  the  hearing  to  tell  the  subcommittee  the  benefits,  in 
their  opinion,  that  accrued  from  those  trade  missions.  This  is  an 
opportunity  for  the  Clinton  administration  and  Department  of  En- 
ergy and  the  minority  of  the  subcommittee  to  put  the  best  foot  for- 
ward on  the  activities  on  those  trade  missions. 

I  want  to  be  clear  about  something  from  the  beginning.  In  my 
view,  international  trade  promotion  is  a  proper  job  for  the  Federal 
Government.  I  recognize  that  U.S.  businesses  have  many  hurdles 
to  overcome  in  order  to  develop  projects  abroad  or  to  export  goods 
and  services,  and  I  do  support  the  U.S.  Grovemment  standing  by 
business's  side.  While  I  believe  that  trade  promotion  is  a  proper 
mission  for  the  Federal  Government,  I  remain  unconvinced  that  it 
should  be  a  top  priority  mission  for  the  Department  of  Energy  or 
the  No.  1  priority  for  the  Secretary  of  Energy. 

If  budget  responsibilities  reflect  the  priority  of  the  Department 
of  Energy,  the  Secretary  of  Energy  should  place  a  much  higher  pri- 
ority on  managing  her  Nation's  nuclear  weapons  stockpile,  ensur- 
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ing  the  safe  operation  of  Department  of  Energy  nuclear  facilities, 
cleaning  up  contaminated  Department  of  Energy  facilities,  and 
managing  the  national  laboratories.  These  are  the  important  mis- 
sions of  the  Department  of  Energy  in  terms  of  budget  authority.  By 
contrast,  the  Department's  budget  for  trade  promotion  in  fiscal 
year  1995  was  $14  million,  less  than  one-hundredth  of  1  percent 
of  the  Agency's  budget. 

Today  we're  going  to  give  several  private  sector  companies  that 
have  participated  in  the  trade  missions  an  opportunity  to  quantify 
the  benefits  of  the  trade  missions.  One  of  the  witnesses  has  sug- 
gested in  his  testimony  that  it  is  inappropriate  for  Congress  and 
the  Department  to  seek  to  quantify  such  benefits.  I  do  not  agree. 
Since  the  controversy  over  Secretary  O'Leary's  foreign  travel  arose, 
the  Secretary  and  the  White  House  have  defended  the  trade  mis- 
sions by  arguing  that  the  trips  had  a  return  on  investment — and 
that's  the  Secretary's  description,  not  mine — of  $1,000  for  every 
dollar  spent.  Apparently,  Secretary  O'Leary  and  the  White  House 
believe  that  we  should  ignore  the  cost  of  the  trade  missions  and 
focus  on  the  claims  regarding  benefits. 

The  subcommittee  has  taken  the  Secretary  and  the  White  House 
at  their  word  and  found  that  the  Department  has  greatly  exagger- 
ated the  economic  benefits.  At  our  last  hearing,  the  General  Ac- 
counting Office  testified  that  DOE  grossly  inflated  the  economic 
benefits  of  business  agreements  signed  on  these  missions.  In  one 
instance,  two  power  projects  in  Pakistan  were  reported  by  the  De- 
partment as  having  a  total  value  of  over  $700  million  and  an  ex- 
port value  of  $400  million.  However,  GAO  testified  that  the  U.S. 
export  value  was  only  $80  million.  The  chief  executive  officer  of 
that  company  is  one  of  our  witnesses  here  today,  and  I  hope  he  will 
address  the  true  value  of  these  projects. 

The  General  Accounting  Office  also  testified  that  a  power  project 
in  India  that  DOE  had  reported  as  having  a  total  value  of  $250 
million,  with  a  U.S.  export  value  of  $160  million,  actually  had  an 
export  value  of  only  $40  million.  DOE  made  other  errors  in  its  rep- 
resentation of  the  economic  benefits  of  the  missions.  For  example, 
the  Agency  suggested  that  the  business  agreements  were  "caused" 
by  the  trade  missions.  Secretary  O'Leary  made  these  claims  in  con- 
gressional testimony  and  the  Agency  repeated  them  in  press  re- 
leases and  in  other  documents.  DOE  has  since  retreated  and  now 
claims  only  that  it  contributed  to  the  efforts  of  the  companies.  In 
addition,  the  Secretary  now  argues  that  the  benefits  of  the  trip 
were  non-monetary,  such  as  saving  the  environment,  planting  the 
seeds  of  democracy,  and  empowering  people. 

These  are  laudable  goals,  but  I  do  not  see  how  they  fit  into  the 
Secretary  of  Energy's  top  priority  portfolio.  These  are  not  idle  con- 
cerns or — as  the  Department  of  Energy  Assistant  Secretary  for 
Congressional  Public  and  Intergovernmental  Affairs  described  it — 
a  pre-occupation.  The  issue  is  whether  the  Department  deliberately 
exaggerated  the  economic  benefits  of  these  trade  missions  in  order 
to  insulate  the  Secretary  from  criticism  over  their  cost.  The  issue 
is  whether  the  Agency  sought  to  mislead  the  public  and  the  Con- 
gress. The  subcommittee  looks  forward  to  the  testimony  of  these 
witnesses. 


The  Chair  would  now  recognize  the  ranking  minority  member, 
the  Honorable  Ron  Klink  of  Pennsylvania,  for  an  opening  state- 
ment. 

Mr.  Klink.  And  I  thank  you,  Mr.  Chairman. 

Today,  at  long  last,  we're  going  to  hear  directly  from  the  busi- 
nesses who  participated  in  four  trade  missions  undertaken  by  Sec- 
retary O'Leary.  It  is  unfortunate  that  it  has  taken  this  long  to  hear 
from  them  because  the  delay  has  lent  credibility  to  the  fears  the 
majority  is  seeking  to  stop  these  missions  altogether,  regardless  of 
the  fact  that  DOE  has  testified  to  the  enormous  market  for  power- 
related  infrastructure  projects  overseas,  and  I'm  happy  to  hear  the 
chairman  talk  about  the  importance  of  these  missions. 

Assistant  Secretary  Dick  Forrester  affirmed  that  the  Asian  mar- 
ket alone  is  worth  as  much  as  $1  trillion  in  potential  business.  And 
with  little  attention  being  paid  toward  the  business  the  U.S.  firms 
could  gain,  the  majority  has  been  fixated  only  on  selected  and  poor- 
ly worded  DOE  press  releases  and  correspondence  regarding  the 
benefits  of  these  missions. 

So,  today  we're  going  to  address  two  questions.  First,  were  these 
trade  missions  of  substantial  benefits  far  exceeding  their  costs  to 
American  workers  and  to  business?  The  answer  for  anyone  who 
wishes  to  examine  objectively  the  testimony  that  we  will  hear 
today,  as  well  as  the  correspondence  from  businesses  over  the  last 
2  years,  is  a  resounding  "yes".  Second,  is  the  majority,  for  partisan 
political  reasons,  working  to  undermine  the  progress  that  the  Clin- 
ton administration  has  made  in  helping  our  businesses  compete 
abroad?  Or,  will  the  majority  properly  focus  its  concern  on  the  evi- 
dence of  DOE  management  problems  associated  with  these  trips, 
while  reaffirming  the  need  for  these  missions  and  learning  from 
what  the  businesses  tell  us  today?  Well,  my  hope  is  that  we'll  have 
a  much  better  understanding  of  these  questions  at  the  end  of  this 
hearing. 

Mr.  Kenneth  Karas  of  Zond  Systems,  Incorporated,  who  is  testi- 
fying before  us  today  stated  in  correspondence  that  he  suspected, 
in  the  end.  Congress  will  spend  as  much  money  on  these  investiga- 
tions as  the  Department  of  Energy  did  on  its  trade  missions  and 
not  get  the  return  on  investment  that  the  trade  missions  yielded. 
I  want  you  to  know  that  I  share  with  Mr.  Karas  his  concern  and 
hope  that  this  point  will  be  kept  in  mind  for  the  future. 

Also,  Westinghouse  Electric  Corporation,  which  is  a  great  cor- 
porate citizen  of  western  Pennsylvania,  which  I  represent,  and 
which  participated  in  DOE's  trade  missions  to  China,  has  provided 
me  with  written  testimony  discussing  DOE's  trade  missions.  I 
would  ask  unanimous  consent,  Mr.  Chairman,  that  Westinghouse's 
written  statement  be  included  in  the  record  following  my  opening 
statement. 

Mr.  Barton.  Without  objection. 

Mr.  Klink.  In  its  testimony,  Westinghouse  states  that  Secretary 
O'Lear^s  trade  mission  to  China  assisted  in  finalizing  contract  dis- 
cussions between  Westinghouse  and  the  China  Nuclear  Energy  In- 
dustry Corporation.  Furthermore,  Westinghouse  stated,  "In  gen- 
eral, the  U.S.  Government  does  not  assist  business  enough  when 
it  comes  to  companies'  overseas  operations."  Yet,  this  subcommit- 
tee's actions  will  do  nothing  to  reverse  that  trend,  and  my  fear  is 


perhaps  it  will  even  hinder  future  initiatives  supported  by  U.S. 
businesses. 

As  I  stated  in  the  past  hearing,  Westinghouse's  AP-600  nuclear 
reactor  would  provide  a  large  number  of  jobs  in  States  such  as 
Pennsylvania,  California,  Louisiana,  New  Jersey,  and  Florida,  and 
it  is  critical  in  maintaining  high  technology  jobs  in  the  United 
States.  In  fact,  for  each  plant  ordered,  up  to  5,000  jobs  would  be 
created  for  a  5-year  period.  However,  foreign  competitors  such  as 
France  and  Japan  are  undertaking  trade  missions  of  their  own, 
and  they  will  fight  hard  to  ensure  that  it  is  their  technology  and 
not  the  United  States'  technology  that's  being  installed  in  the 
emerging  energy  markets  around  the  world. 

In  closing,  I  want  to  thank  the  witnesses  who  have  been  brave 
enough  to  come  before  us  today — it's  not  easy  to  come  forward — 
and  to  provide  testimony  on  a  topic  that's  received  often  over-heat- 
ed press  coverage  and  has  become,  for  some,  a  political  football. 
This  subcommittee  has  an  obligation  to  present  all  of  the  facts  in 
a  relevant  context  and  your  appearance  here  today  is  going  to  help 
us  to  fulfill  that  duty.  These  trade  missions  are  too  important  to 
the  future  economic  growths  of  congressional  districts  across  this 
country  to  be  jeopardized  for  short-term  political  gain. 

Also,  Mr.  Chairman,  before  I  end  I  would  like  to  submit  this  let- 
ter from  Oxbow  Power  Corporation  to  you,  dated  June  5,  1996  for 
the  record. 

Mr.  Barton.  You're  going  to  submit  it  to  me,  although  it's  writ- 
ten to  me? 

Mr.  Klink.  Submit  it  to  the  committee  for  the  record. 

Mr.  Barton.  Without  objection. 

Mr.  Klink.  Thank  you,  Mr.  Chairman.  I  appreciate  your  concern. 

[The  prepared  statement  of  Hon.  Ron  Klink  and  the  letters  re- 
ferred to  follow:] 

Prepared  Statement  of  Hon.  Ron  Klink,  a  Representative  in  Congress  from 
THE  State  of  Pennsylvania 

Thank  you  Mr.  Chairman.  Today,  at  long  last,  we  will  hear  directly  from  busi- 
nesses that  participated  in  the  four  trade  missions  undertaken  by  Secretary 
O'Leary.  It  is  most  unfortunate  that  it  has  taken  this  long  to  hear  from  them,  be- 
cause the  delay  lent  credibility  to  the  fears  that  the  majority  is  seeking  to  stop  these 
missions  altogether,  regardless  of  the  fact  that  DOE  has  testified  of  the  enormous 
market  for  power-related  infrastructure  projects  overseas.  Assistant  Secretary,  Dick 
Forrister,  affirmed  that  the  Asian  market  alone  is  estimated  to  be  worth  as  much 
as  $1  Trillion  in  potential  business! 

And  with  little  attention  being  paid  toward  the  business  that  U.S.  firms  could 
gain,  the  majority  has  been  fixated  only  on  selected,  and  poorly  worded,  DOE  press 
releases  and  correspondence  regarding  the  benefits  of  these  missions. 

So  today,  we  will  address  two  questions:  First,  were  these  trade  missions  of  sub- 
stantial benefit, 'far  exceeding  their  cost,  to  American  workers  and  business?  The  an- 
swer for  anyone  who  wishes  to  examine  objectively  the  testimony  here  today,  as  well 
as  the  correspondence  from  businesses  over  the  last  two  years,  is  yes.  Second,  is  the 
majority,  for  partisan  political  reasons,  working  to  undermine  the  progress  the  Clin- 
ton Administration  has  made  in  helping  our  businesses  compete  abroad?  Or  will  the 
majority  properly  focus  its  concern  on  the  evidence  of  DOE  management  problems 
associated  with  these  trips,  while  reaffirming  the  need  for  these  missions  and  learn- 
ing from  what  the  businesses  tell  us  today?  Hopefully,  we  should  have  a  better  un- 
derstanding of  these  questions  by  the  end  of  today's  hearing. 

Mr.  Kenneth  Karas,  of  Zond  Systems,  Inc.,  who  is  testifying  before  us  today,  stat- 
ed in  correspondence  that  he  suspected,  in  the  end.  Congress  will  spend  as  much 
money  on  these  "investigations"  as  the  Department  of  Energy  did  on  its  trade  mis- 
sions, and  not  get  the  return  on  investment  which  the  trade  missions  yielded.  I 


share  this  concern  with  Mr.  Karas  and  hope  this  point  will  be  kept  in  mind  for  the 
future. 

Also,  Westinghouse  Electric  Corporation,  which  participated  in  DOE's  trade  mis- 
sion to  China,  has  provided  me  with  written  testimony  discussing  DOE's  trade  mis- 
sions. I  would  ask  unanimous  consent  that  Westinghouse's  written  statement  be  in- 
cluded in  the  record  following  my  opening  statement.  In  this  testimony,  Westing- 
house  stated  that  Secretary  O'Leaiys  trade  mission  to  China  assisted  in  finalizing 
contract  discussions  between  Westinghouse  and  the  China  Nuclear  Energy  Industry 
Corporation.  Furthermore,  Westinghouse  stated,  in  general,  that  the  U.S.  govern- 
ment does  not  assist  businesses  enough  when  it  comes  to  companies  overseas  oper- 
ations. And  yet  this  Subcommittee's  actions  will  do  nothing  to  reverse  that  trend 
and  perhaps  even  hinder  future  initiatives  supported  bv  U.S.  businesses. 

As  I  stated  in  a  past  hearing,  Westinghouse's  AP600  Nuclear  Reactor,  which 
would  provide  a  large  nvmiber  of  jobs  in  states  such  as  Pennsylvania,  California, 
Louisiana,  New  Jersey,  and  Florida,  is  critical  in  maintaining  high  technology  jobs 
in  the  U.S.  In  fact,  for  each  plant  order,  up  to  5,000  jobs  would  he  created  lasting 
five  years.  However,  foreign  competitors,  such  as  France  and  Japan,  undertaking 
trade  missions  of  their  own,  will  fight  hard  to  ensure  its  their  technology,  and  not 
the  U.S.'s,  being  installed  in  the  emerging  energy  markets  around  the  world. 

In  closing,  I  want  to  thank  the  witnesses  here  today.  It  is  not  easy  to  come  for- 
ward and  to  provide  testimony  on  a  topic  that  has  received  often  overheated  press 
coverage  and  has  become,  for  some,  a  political  football.  This  Subcommittee  has  an 
obligation  to  present  all  the  facts  and  relevant  context,  and  your  appearance  here 
today  will  help  us  fulfill  that  duty.  These  trade  missions  are  too  important  to  the 
future  economic  growth  of  districts  like  mine  to  be  jeopardized  for  short-term  politi- 
cal gain. 


Prepared  Statement  of  Dr.  Fran  Harvey,  Executive  Vice  President  and  Chief 
Operating  Officer,  Industry  and  Technology  Group,  Westinghouse  Elec- 
tric Corporation 

Mr.  Chairman,  I  would  like  to  thank  you  and  the  other  members  of  the  Commerce 
Subcommittee  of  the  Oversight  and  Investigations  Committee  for  the  opportunity  to 
discuss  with  you  some  of  the  overseas  activities  of  the  Westinghouse  Electric  Cor- 
poration. 

Mr.  Chairman,  let  me  begin  with  a  general  observation.  It  is  a  general  complaint 
from  many  U.S.  businesses  that  the  U.S.  government  does  not  assist  them  suffi- 
ciently in  their  overseas  operations.  They  witness  the  close  relationships  which  exist 
between  our  European  and  Japanese  competitors  and  their  various  overseas  embas- 
sies. They  see  how  those  embassies  incorporate  the  quest  for  commercial  advantage 
into  their  overall  foreign  policy.  They  see  how  those  embassies,  albeit  informally,  in- 
corporate the  search  for  commercial  advantage  into  their  foreign  aid  policies.  They 
realize  that,  when  they  go  in  search  of  major  overseas  sales,  they  are  not  simply 
competing  with  European  and  Asian  companies.  Rather,  they  have  to  confront 
"Japan  Inc."  and  "Germany  Inc.,"  a  lightly  organized,  highly-cooperative  relationship 
between  a  foreign  company  and  its  government. 

Inevitably,  our  men  and  women  in  the  field  ask  why  the  U.S.  Embassy  and  the 
U.S.  government  cannot  support  them  to  the  same  degree.  You  and  I  understand 
why  the  relationship  between  U.S.  business  and  government  can  never  be  quite  so 
close.  We  have  discovered  that,  in  the  long  term,  business  works  best  when  it  main- 
tains a  certEun  distance  fi"om  government  and  when  business  decisions  are  derived 
from  commercial,  as  opposed  to  political,  considerations. 

However,  that  said,  I  would  maintain  that,  while  we  do  not  wish  to  emulate  either 
Europe  or  Japan  competitors,  there  is  still  a  great  deal  that  the  U.S.  government 
can,  and  should,  legitimately  do  to  support  the  exports  and  overseas  activities  of 
U.S.  corporations.  In  the  past,  the  vital  government  role  in  supporting  U.S.  business 
was  all  too  often  subsumed  under  so-called  "larger"  politico-strategic  considerations. 
This  approach  was,  in  my  opinion,  mistaken.  There  exists  no  contradiction  between 
a  superpower  such  as  tiie  U.S.  pursuing  its  global  strategic  ends  while,  simulta- 
neously, pressing  ahead  towards  its  commercial  goals. 

To  its  credit,  the  Bush  Administration  grouped  the  importance  of  much  more  ag- 

fressively  underwriting  U.S.  exporters  and  their  international  efforts.  In  a  healthy 
ipartisan  mode,  the  Clinton  Administration  has  also  pressed  ahead  with  this  ap- 
proach. The  late  Secretary  of  Commerce,  Ron  Brown,  and  our  Secretary  of  Energy, 
Hazel  O'Leary,  merit  particular  congratulations  in  this  regard. 

I  should  mention,  at  this  point,  an  important  factor  which  touches  upon  many 
Westinghouse  exports,  and  upon  other  exporters  of  infi-astructvu'e  equipment.  Name- 
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ly,  our  overseas  activities  are  seldom  strictly  limited  to  the  private  sector.  In  many 
nations,  the  nuclear  industry  is  controlled  by  the  national  government.  Large  orders 
for  conventional  power  equipment  by  national  utilities  frequently  require  govern- 
ment approval.  Very  often,  tne  choice  of  supplier  will  be  influenced  by  the  national 
government  overruling  or  ignoring  technical  evaluations  made  at  lower  levels.  In 
short,  while  every  major  overseas  sale  has  a  vendor-to-customer  relationship,  it  is 
also  influenced  by  govemment-to-govemment  relationships. 

As  I  mentioned  before,  I  believe  that  Secretary  O'Leary  is  to  be  congratulated  for 
grasping  this  point  so  firmly.  She  has  not  tried  to  support  our  efforts  in  the  inter- 
national marketplace.  Rather,  she  has  used  her  political  influence  to  complement 
our  commercial  efforts  for  the  benefit  of  U.S.  workers,  U.S.  business  and  the  U.S. 
balance  of  payments. 

The  Westinghouse  Corporation  is  particularly  grateful  to  Secretary  O'Leary  for 
the  support  which  she  afforded  us  during  negotiations  with  the  China  Nuclear  En- 
ergy Industry  Corporation  (CNEIC)  regarding  the  provision  of  non-nuclear  compo- 
nents to  the  Qinshan  Nuclear  Power  Plant  Phase  II.  The  contract  discussions  be- 
tween Westinghouse  and  CNEIC  were  concluded  during  the  Secretary's  trade  mis- 
sion to  China,  in  part  due  to  her  presence  and  support.  The  contracts  were  signed 
in  February  1995. 

Mr.  Chairman,  in  a  perfect  commercial  world,  entities  such  as  the  Westinghouse 
Corporation  would  sell  its  nuclear  reactors  and  conventional  power  plants  without 
any  resort  to  Secretary  O'Leary  or  to  any  member  of  the  Executive  or  Legislative 
branches  of  government.  Ur^ortunately,  we  live  in  an  imperfect  commercial  world, 
and  our  chief  trading  rivals  are  resolved  that  it  shall  remain  imperfect.  Under  these 
circumstances,  we  owe  it  to  U.S.  workers  and  investors  to  achieve  the  closest  pos- 
sible cooperation  between  U.S.  exporters  and  the  U.S.  government  in  the  critical 
international  marketplace.  Secretary  O'Leary  is  to  be  warmly  congratulated  for  her 
valiant  efforts  in  this  arena. 

Thank  you. 


Oxbow  Power  Corporation, 
West  Palm  Beach,  FL,  June  5,  1996. 

Hon.  Joe  Barton 

Chairman,  Subcommittee  on  Oversight  and  Investigations,  Committee  on  Commerce, 

House  of  Representatives, 
Washington,  DC. 

Dear  Chairman  Barton:  I  am  grateful  for  the  opportunity  to  submit  this  state- 
ment for  the  record.  Although  I  regret  not  being  able  to  testify  in  person  before  this 
committee,  I  want  to  convey  to  you  our  view  as  to  the  importance  of  the  U.S.  De- 
partment of  Energy  efforts  on  behalf  of  U.S.  businesses  in  the  international  arena. 

Oxbow  was  a  participant  in  the  Presidential  Mission  on  Sustainable  Energy  and 
Trade  to  China  in  January  of  1995.  In  addition,  Oxbow  participated  in  several  other 
successfiil  initiatives  led  By  Secretary  O'Leary.  In  June  1995,  we  participated  in  a 
series  of  meetings  in  San  Jose,  Costa  Rica  that  focused  on  energy  development  in 
Central  America.  We  also  participated  in  a  follow-up  meeting  on  this  same  topic 
some  months  later  in  New  York  City.  Several  Oxbow  representatives  attended  Sec- 
retary O'Leary's  keynote  address  at  the  1995  World  Geothermal  Congress  in  Flor- 
ence, Italy. 

Through  participation  in  such  activities,  the  United  States  Dejpartment  of  Energy 
and  Secretary  O'Leary  bring  an  added  sense  of  purpose  to  the  discussions,  and  sig- 
nificant credibility  to  American  companies  in  todays  international  energy  markets. 

I  believe  that  Oxbow  benefited  directly  as  a  result  of  participating  in  Secretary 
O'Leary's  Trade  Mission  to  China.  During  that  Trade  Mission,  I  had  the  opportunity 
to  join  our  delegation  at  several  meetings  with  very  senior  members  of  the  Chinese 
Government.  This  included  an  important  meeting  with  the  Premier,  Mr.  Li  Peng, 
and  other  meetings  with  the  Chairman  and  Vice-Chairman  of  the  State  Planning 
Commission,  and  with  their  counterparts  at  the  Ministry  of  Electric  Power. 

In  the  year  following  the  Trade  Mission,  Oxbow's  Zhejiang  Province,  Wenzhou 
City  Coal  Project  received  approval  by  the  State  Planning  Commission,  ahead  of  al- 
most a  hundred  other  projects  from  many  other  nations.  I  believe  that  our  participa- 
tion in  the  Trade  Mission  contributed  to  our  success  in  gaining  this  important  ap- 
proval. 

In  many  countries  where  the  market  for  energy  services  is  growing,  the  role  of 
government  is  much  larger  than  in  the  United  States.  Often,  both  the  home  govern- 
ment and  the  governments  of  other  countries  are  seen  as  the  highest  authority  on 
all  matters  of  policy  and  economy.  A  positive  word  from  a  government  about  a  par- 


ticvilar  company  or  project  can  assist  that  company  or  project  on  its  way  through 
approvals. 

In  many  of  the  fastest  growing  markets  (Asia,  Latin  America,  India  etc.)  U.S. 
companies  are  competing  with  firms  fi-om  a  number  of  other  countries.  The  leader- 
ship of  these  countries  also  recognizes  the  importance  of  their  government's  role  as 
an  advocate.  As  a  result,  the  number  of  trade  missions  led  by  very  senior  members 
of  various  governments  of  nations  competing  with  the  U.S.  have  proliferated. 

Secretary  O'Lear/s  leadership  in  the  energy  sector  has  been  invaluable,  she  has 
always  made  sure  that  foreign  governments  itnow  that  the  U.S.  Government  sup- 
ports our  private  sector  initiatives.  These  efforts  have  enhanced  our  ability  to  com- 
pete internationally. 
Sincerely, 

Bernard  H.  Cherry, 

President. 
cc:  Hon.  Ron  Klink,  Ranking  Member 

Mr,  Barton.  The  Chair  would  now  recognize  the  gentleman  from 
North  Carolina,  Mr,  Burr,  for  an  opening  statement, 

Mr,  Burr,  Thank  you,  Mr.  Chairman, 

It's  my  understanding  that  today  we'll  hear  testimony  from  par- 
ticipants on  Secretary  O'Lear^s  foreign  trade  missions.  Tomorrow 
we'll  hear  from  the  Secretary  herself  It's  also  my  understanding 
that  these  hearings  are  taking  place  at  the  request  of  the  minority 
in  compliance  with  their  Rule  11  request,  I  want  to  make  it  clear 
from  the  start:  I  appreciate  the  opportunity  to  question  these  wit- 
nesses, not  just  as  trade  mission  participants,  but  as  businessmen 
and  businesswomen,  I  came  to  Congress  from  the  private  sector 
myself,  I  know  the  value  of  dealing  in  the  world  market. 

Many  of  you,  in  your  written  testimony,  stated  that  although  you 
did  not  sign  contracts  or  establish  memoranda  of  understanding, 
you  felt  the  trips  were  beneficial.  That  is  for  you  and  your  board 
of  directors  or  you  and  your  shareholders  to  ultimately  decide.  It's 
not  for  Congress  to  decide. 

One  side  comment  on  your  testimonies,  honestly,  if  I  were  an 
eleventh  grade  teacher  who  had  read  all  statements  in  one  sit- 
ting— ^which  I  did — I'd  call  many  of  you  into  the  class  to  have  a  dis- 
cussion about  independent  work.  I  realize  we  give  witnesses  a  sug- 
gested format,  but  the  actual  wording  was  a  bit  too  similar  for  me. 

To  be  honest,  the  questions  I  ask  today  are  connected  to  DOE 
travel  expenditures.  You  and  I  know  each  businessperson  must 
keep  records  of  business  expenditures,  or  there  are  consequences. 
The  Inspector  General  of  the  Department  of  Energy  has  suggested 
that  the  documents  for  the  travel  of  4  of  the  16  trade  missions  Sec- 
retary O'Leary  has  led  just  don't  add  up — to  be  specific,  don't  add 
up  by  $600,000,  I'll  ask  these  witnesses  today,  Mr,  Chairman,  if 
you  or  one  of  your  employees  turned  in  an  expense  report  that  was 
$600,000  off,  would  you  still  have  a  job  today?  If  the  board  of  direc- 
tors that  oversees  your  companies  question  the  judgment  the  way 
the  IG  questions  the  Secretary's  actions,  would  you  still  have  a  job 
today?  If  an  internal  audit  suggested  that  you  may  have  broken 
laws,  would  you  still  have  a  job  today?  This  is  what  we're  dealing 
with. 

Just  as  you  have  to  answer  to  the  board  of  directors  or  share- 
holders, we  as  public  servants,  myself  included,  must  answer  to  our 
shareholders,  our  stockholders,  the  American  taxpayers.  A  few  of 
you  have  suggested  that  this  is  a  political  witch-hunt  and  that 
there's  really  nothing  here.  To  the  average  taxpayer — let  me  assure 
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you— $600,000  is  a  big  deal.  To  illustrate  what  $600,000  is,  that 
number  represents  the  annual  Federal  tax  burden  of  540  American 
families. 

I  welcome  the  testimony  from  these  witnesses;  I  look  forward  to 
the  new  knowledge  that  we'll  gain  today,  and  I  yield  back,  Mr. 
Chairman. 

Mr.  Barton.  Thank  you,  Congressman  Burr. 

We  now  recognize  the  distinguished  ranking  member  of  the  full 
committee  and  the  former  chairman  of  this  subcommittee,  Mr.  Din- 
gell  of  Michigan,  for  an  opening  statement. 

Mr.  DiNGELL.  Mr.  Chairman,  I  thank  you  for  the  recognition,  and 
I  thank  you  for  holding  this  hearing  today.  I  believe  this  affords  us 
a  great  opportunity  to  do  many  things  that  are  in  the  broad  public 
interest. 

I  want  to  first  welcome  the  witnesses  here  and  express  to  them 
my  own  gratitude  for  their  testimony  concerning  the  Department 
of  Energy  trade  missions.  Ladies  and  gentlemen,  I  know  that  you 
have  come  some  distance  at  some  inconvenience,  and  I  know  how 
busy  you  are,  so  we  are  particularly  grateful  for  your  assistance  to 
the  committee  today  and  I  want  you  to  know  how  valuable  that 
will  be. 

Mr.  Chairman,  I  mentioned  that  this  is  a  great  opportunity;  it's 
a  great  opportunity  to  look  at  many  things  of  importance  to  the 
country.  First  of  all,  to  look  to  see  the  advantages  and  the  values 
of  trade  missions  and  what  they  mean  to  us  in  terms  of  jobs  and 
opportunity  for  the  people  of  this  country;  that  is  very  important. 
It  is  interesting  to  note  that  every  other  country  in  the  world  sends 
its  government  officials,  and  even  its  president  or  chief  of  state, 
around  the  world  on  trade  missions  because  these  countries  under- 
stand the  value  to  them  and  the  value  to  their  economies  of  trade 
and  what  a  major  sale  of  a  power  plant  or  a  major  energy  produc- 
tion facility  means  to  their  economy,  to  their  people,  to  their  indus- 
try, to  the  future  of  their  country.  I  would  point  out  that  almost 
every  single  country  not  only  recognizes  this,  but  engages  vigor- 
ously and  actively  in  it. 

I  would  point  out  that  the  cost  of  the  construction  of  a  major  non- 
nuclear  plant  today  is  over  $1  billion.  The  cost  of  a  major  nuclear 
electrical  energy  generating  facility  can  be  a  number  of  times  that. 
The  consequences  in  terms  of  jobs  are  somewhere  between  20,000 
and  50,000  jobs  for  each  billion  dollars  in  earnings  that  this  coun- 
try brings  in  from  its  overseas  trade.  And,  indeed,  even  the  former 
communist  countries  are  recognizing  that  trade  is  the  war  of  the 
past.  It  is  the  way  in  which  national  goals,  national  wealth,  na- 
tional riches,  national  well-being,  and  the  future  of  nations  is  de- 
cided. And  r  would  urge  us  to  recognize  the  importance  of  that  kind 
of  activity. 

I  do  not  make  any  comments  with  regard  to  the  accounting  or 
other  matters;  that  is  under  inquiry  at  this  particular  time.  We  will 
have  Secretary  O'Leary  before  us  tomorrow  to  discuss  those  mat- 
ters, and  I  believe  that  she  should  receive,  as  do  all  witnesses  be- 
fore this  committee,  vigorous  questioning  about  her  behavior  and 
that  of  the  Department.  The  Inspector  General's  draft  report — and 
I  would  stress  that  it  is  a  draft  report — which  will  be  discussed 
more  fully  tomorrow  at  the  hearing,  paints  a  rather  sad  picture 


that  I  do  not  believe  can  or  will  be  tolerated  by  this  or  any  other 
committee.  But  the  Inspector  General's  report  also  discusses  the 
clear  benefits  of  trade  missions  and  those  benefits  that  our  wit- 
nesses are  here  to  address  today. 

I  would  urge  the  committee  to  look  upon  the  question  of  economic 
benefit  to  this  country  of  the  trade  missions  and  the  benefits  that 
we  achieve  as  a  Nation  for  our  people,  for  our  workers,  for  our  in- 
dustry, and  for  our  future  by  engaging  in  the  vigorous  promotion 
of  American  industry,  American  jobs,  and  American  opportunity.  I 
think  to  wander  into  a  semantical  or  numerical  thicket  about  the 
number  of  dollars  that  were  spent  or  not  spent  or  properly  spent 
or  improperly  spent  will  probably  cloud  the  basic  and  the  really  im- 
portant issue,  and  that  really  basic  important  issue  is  jobs. 

I  would  remind  you  that  the  President,  during  the  last  campaign, 
had  an  observation  of  which  I  thought  was  important  to  us  this 
morning.  He  said,  "It's  about  the  economy,  stupid."  And  while  I 
don't  refer  to  any  member  of  this  committee  in  that  fashion,  I  do 
say  that  jobs  and  economy  and  opportunity  are  really  what  it  is 
that  is  important.  I  hope  that  all  of  us  here — Democrats  or  Repub- 
licans— will  be  able  to  check  our  partisanship  at  the  door  and  that 
we  address  the  question  of  business  and  opportunity  and  we  listen 
to  the  businesses  who  participated  in  these  missions  tell  us  what 
they  were  like,  what  was  accomplished,  and  what  their  feelings 
about  this  happen  to  be. 

Businesses  that  went  on  these  trips  included  Democrats  and  Re- 
publicans alike,  just  as  this  committee  includes  Democrats  and  Re- 
publicans alike.  And  I  haven't  noticed  any  disparity  in  how  the 
companies  view  the  benefits  that  they,  the  U.S.  economy,  and 
American  jobs,  and  the  future  of  this  country  achieved.  I  would 
hope  that  the  members  of  this  committee  on  both  sides  of  the  aisle 
would  approach  this  matter  in  that  fashion.  Businessmen  and  busi- 
nesswomen are  realistic,  and  they  are  pragmatic.  They  are  not  ide- 
ological. They  recognize  the  need  for  Grovemment  help  to  combat 
the  massive  assistance  by  foreign  government  to  their  foreign  com- 
petitors, and  what  it  means  to  us  in  terms  of  jobs  and  future,  and 
what  it  means  to  them  in  terms  of  jobs  and  future  and  opportunity 
and  the  growth  and  the  opportunity  of  their  companies,  by  having 
their  Government  show  its  interest  in  their  well-being. 

In  years  past,  there  has  been  a  substantial  bipartisan  support  for 
helping  the  businesses  of  this  Nation  to  compete  abroad.  It  has  al- 
ways been  recognized  on  both  sides  of  the  aisle  that  jobs  and  oppor- 
tunity and  economic  growth  lay  in  sales  abroad.  And  that's  not  just 
a  pronouncement  of  this  President  or  this  particular  Member  of 
Congress.  It's  something  that  I've  heard  back  to  every  President  to 
Dwight  David  Eisenhower,  with  whom  I  served.  It  would  be  a 
shame  if  the  support  of  that  kind  of  principle  were  sacrificed  by  the 
majority  in  this  body,  or  by  this  body,  or  by  anybody  here,  or  by 
this  Government,  because  we  might  be  engaged  in  some  kinds  of 
petty,  petty  political  exercise  to  cavil  over  a  few  dollars,  when  in 
fact  we're  talking  about  the  growth  and  opportunity  of  the  future 
of  this  country. 

If  we  have  a  problem,  I  suggest  we  exercise  our  authority  to  see 
to  it  that  it's  corrected  and  to  do  so  vigorously.  And  I  suggest  that 
we  should  be  tr5dng  to  remedy  administrative  flaws  in  the  logistical 
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support  for  these  trade  missions,  but  not  to  kill  them  altogether; 
rather,  to  recognize  the  benefit  to  all  of  us  in  this  room:  to  Amer- 
ican industry,  to  the  country,  to  jobs,  and  to  the  future  of  this  coun- 
try in  having  this  kind  of  support  for  American  industry  and  Amer- 
ican jobs  and  opportunity. 

Thank  you,  Mr.  Chairman. 

Mr.  Barton.  We  thank  the  distinguished  gentleman  from  Michi- 
gan. 

The  Chair  will  now  recognize  the  distinguished  gentleman  from 
Idaho,  Mr,  Crapo,  for  an  opening  statement. 

Mr.  Crapo.  Thank  you,  Mr.  Chairman,  and  I  appreciate  the  op- 
portunity to  have  this  hearing. 

When  the  entire  issue  of  these  trade  missions  issues  first  arose, 
one  of  my  first  questions  was:  How  has  this  been  conducted  in  the 
past?  And  as  I  am  finding  out,  we  don't  have  a  lot  of  history  with 
this  type  of  circumstance,  and  so  it's  important  to  me  to  have  this 
hearing  to  find  out  what  the  proper  role  of  trade  missions  in  Amer- 
ican policy  should  be.  I  can  agree  with  the  ranking  member  that 
this  should  not  be  a  partisan  issue;  it  should  not  be  a  petty  political 
exercise.  But  it  should  be  an  opportunity  for  this  committee  to 
evaluate  what  role  trade  missions  should  play  in  American  foreign 
policy  and  what  role  the  Federal  Government  should  play  in  con- 
ducting those  trade  missions. 

I  think  we  can  all  agree  that,  as  we  further  enter  a  global  com- 
petitive climate,  our  Federal  Grovernment  must  be  involved  to  the 
proper  extent  and  in  the  proper  way  in  helping  to  facilitate  jobs 
and  trade  for  American  enterprises.  And  certainly,  that  is  not  an 
issue  that  should  be  on  the  table;  rather,  how  we  should  accom- 
plish that  should  be  the  proper  issue. 

I  think  that  another  critical  issue  that  shouldn't  be  clouded  here 
is:  How  should  trade  missions  be  conducted  if  they  are  a  proper 
part  of  American  foreign  policy  and  American  trade  policy?  And 
were  the  trade  missions  that  were  conducted  handled  in  the  proper 
way?  There  are  a  lot  of  serious  questions  that  have  been  raised 
about  that,  and  so  I  think  that  we  should  be  careful  that  we  keep 
the  issues  separate,  but  that  we  evaluate  all  on  both  of  the  issues. 
Particularly,  should  trade  missions  be  conducted,  and  if  so,  how 
should  they  be  conducted?  And  were  the  trade  missions  that  we 
have  seen  so  far  conducted  in  a  manner  that  was  proper  and  con- 
sistent with  the  way  in  which  we  should  approach  these  issues? 

I  look  forward  to  the  testimony  of  this  panel  to  help  us  be  edu- 
cated on  these  issues  and  to  help  lay  a  groundwork,  hopefully,  for 
us  to  move  forward  in  a  non-partisan,  a  bipartisan  way,  to  ap- 
proach the  issues  and  help  the  Department  of  Energy,  and,  indeed, 
the  entire  Federal  Government  and  this  Congress,  better  under- 
stand our  role  in  this  entire  process. 

Mr.  Barton.  I  thank  the  gentleman  from  Idaho. 

Seeing  no  members  on  the  minority  side,  the  Chair  would  recog- 
nize the  distinguished  vice  chairman  of  the  subcommittee,  Mr.  Cox 
of  California,  for  an  opening  statement. 

Mr.  Cox.  Thank  you  very  much,  Mr.  Chairman,  and  I'd  like  to 
join  with  my  colleagues  in  welcoming  our  panel  here  today  and  tak- 
ing time  out  from  your  busy  schedules  to  appear  before  this  sub- 
committee. We've  had  a  number  of  hearings  concerning  the  Depart- 
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ment  of  Energy's  trips,  hearings  in  which  we've  sought  to  deter- 
mine exactly  which  Federal  laws  and  guidelines  had  been  broken 
by  the  Department  of  Energy  and  the  reasons  for  the  violations. 

In  1994,  the  Inspector  General  issued  a  report  highlighting  the 
Department  of  Energy's  previous  travel-related  failures  and  pro- 
vided recommendations  for  solutions.  The  IG  advised  that  the  De- 
partment should  ensure,  "that  all  of  its  processes  and  procedures 
concerning  international  travel  have  been  addressed  before  addi- 
tional trips  are  contemplated."  It  was  only  a  few  months  after  this 
report  was  issued  that  two  more  DOE  international  missions  took 
place,  despite  the  fact  that  the  recommended  changes  had  not  been 
implemented. 

Our  investigations  have  also  revealed  that  the  Department  of 
Energy  claims  about  the  dollar  benefits  of  these  trips  to  American 
firms  were  misleading  and  grossly  inflated,  including  sums  from 
contracts  already  agreed  to  before  the  mission,  as  well  as  sums 
from  contracts  resulting  from  assistance  by  the  Commerce  Depart- 
ment and  not  the  Department  of  Energy.  Initially,  DOE  claimed 
that  American  firms  gained  $27.7  billion  in  agreements  as  a  result 
of  Secretary  O'Lear/s  foreign  trade  missions.  That  figure  was  later 
decreased  by  DOE  to  $19.7  billion — a  rather  significant  change — 
and  later  on  decreased  again  to  $4.3  billion;  the  most  recent  figure 
is  $2  billion. 

But,  today  we're  going  to  hear  from  a  panel  of  witnesses,  each 
of  you,  who  did,  in  fact,  benefit  from  these  trips.  And  I  think  today, 
to  the  extent  that  the  topic  range  is  about  the  general  issue  of 
whether  the  U.S.  Government  has  a  legitimate  role  to  play  as  a 
facilitator  of  American  interests  abroad,  we  will  have  no  disagree- 
ment between  Democrats  and  Republicans  on  this  panel.  Frankly, 
I  consider  the  question  to  be  so  obviously  answered  in  the  affirma- 
tive that  it's  not  worth  debating,  but  it's  always  good  to  be  re- 
minded of  the  obvious.  And  that,  I  think,  will  occur  today  when  I 
am  sure  that  everyone  on  this  panel,  having  read  all  of  your  writ- 
ten testimony,  will  tell  us  that,  yes,  the  U.S.  Government  does 
have  an  important  role  to  play  in  this  regard  and  you,  yourselves, 
have  benefited  from  the  Government  plajdng  that  role. 

I,  myself,  have  participated  in  trade  missions  of  this  type — not 
DOE  trade  missions,  but  Commerce  Department  trade  missions — 
and  I  have  found  that  for  the  participants  they  can  be  invaluable. 
The  Government  of  the  United  States  on  such  missions  is  simply 
protecting  national  interests  when  it  seeks  to  provide  a  forum  in 
which  the  voices  of  American  business  may  be  heard  overseas.  The 
Energy  Policy  Act  of  1992  grants  to  the  Secretary  of  Energy,  spe- 
cifically, the  legal  authority  to  conduct  trade  missions.  It  does  not 
present  this  authority  as  a  mandated  function  of  the  Department 
of  Energy,  but  it  grants  that  authority. 

The  fact  that  these  missions  occurred,  therefore,  isn't  a  relevant 
subject  of  investigation  by  this  subcommittee.  There's  no  dispute 
that  the  Secretary  of  Energy  may  conduct  such  trips.  What  is  ex- 
tremely relevant  to  our  series  of  hearings — and  we  are  departing 
from  that  today — is  the  manner  in  which  these  missions  were  exe- 
cuted. As  I've  inferred  from  your  testimony,  each  of  you  has  bene- 
fited, and  I'm  sure  you  will  tell  us  this,  from  these  trade  missions. 
Some  of  you  have  benefited  in  hard  dollars  from  binding  contracts; 
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others  of  you  have  benefited  from  broader  contacts  abroad.  That 
doesn't  change  the  basic  reason  that  this  subcommittee  will  go  on 
when  we  get  back  with  Secretary  O'Leary  later  on,  that  this  sub- 
committee is  investigating  these  trade  missions. 

Our  oversight  authority  demands  that  we  protect  the  interests  of 
the  American  people  by  determining  that  the  trips  were  handled 
properly.  In  your  companies,  you  would  not  tolerate,  it  seems  to 
me,  the  violation  of  your  own  procedures.  You  would  not  tolerate 
wasting  money,  even  small  amounts  of  money,  unnecessarily,  be- 
cause you  are  efficient  and  properly  run  and  managed  organiza- 
tions. 

If  the  Internal  Revenue  Service,  which  we  have  learned  from 
news  accounts  recently,  and  frankly,  I've  learned  from  my  other 
subcommittee  hearings,  is  wasting  a  lot  of  money  and  is  unable  to 
audit  its  books,  unable  to  implement  control  procedures  properly, 
I  don't  think  any  of  us  would  say,  "But  it  doesn't  matter,  because 
they're  responsible  for  $1.5  trillion  in  revenues  of  the  Federal  Gov- 
ernment, so  if  they  waste  a  few  million,  big  deal."  We  wouldn't  say 
that.  It's  apples  and  oranges.  It's  a  complete  non-sequitur  and, 
therefore,  asking  the  questions,  "Should  the  United  States  be  in- 
volved in  these  trade  missions?  Was  the  Department  of  Energy 
doing  the  right  thing?  Were  you  doing  the  right  thing  in  participat- 
ing in  these  missions  and  did  you  benefit?"  I  mean,  all  of  this,  it 
seems  to  me,  is  answered  in  the  affirmative  and  obviously  so. 

The  Department  of  Energy,  whether  it  raised  $27.7  billion  worth 
of  new  business,  as  it  originally  claimed,  or  merely  the  $2  billion 
which  it  currently  finds  to  be  a  more  accurate  number,  cannot  use 
whatever  the  figures  are  to  justify  shoddy  accounting,  violations  of 
Federal  laws  and  regulations,  or  excessive  expenditures  for  the 
trips  undertaken,  for  the  flights;  not  for  the  business  that  was  pro- 
duced, but  for  the  travel  that  was  actually  conducted.  And  that's 
what  I  hope  all  of  you  will  keep  in  mind  and  that  this  subcommit- 
tee is  most  legitimately  concerned  with. 

But,  as  you  tell  us  today  that  you  benefited  from  these  trips, 
know  that  Republicans  and  Democrats,  even  though  every  single 
one  of  these  witnesses  was  requested  by  the  minority,  by  the 
Democrats,  and  this  is  an  entirely  Democratic  panel,  we  all  agree 
with  you.  We  all  agree — not  you — I  mean  requested  by  the  minority 
under  our  Rule  11  procedures.  We  agree — I  agree,  at  least;  I'll 
speak  for  myself — with  my  Democratic  colleagues  and  with  the 
thrust  of  all  of  your  testimony  that  this  is  a  vital  and  important 
aspect  of  the  Department  of  Energy's  responsibilities.  We  do,  how- 
ever, wish  to  see  that  in  its  execution  of  these  responsibilities  DOE 
doesn't  break  the  law. 

And  I  yield  back. 

Mr.  Barton.  I  thank  the  vice  chairman. 

The  Chair  is  extremely  pleased  to  welcome  a  distinguished  mem- 
ber of  another  committee,  the  former  chairman  of  the  Science  Com- 
mittee and  the  current  ranking  member  of  the  Science  Committee, 
the  distinguished  Congressman  from  California — and  in  addition  to 
his  skills  as  a  legislator,  he  is  arguably  the  best  auction  bridge 
player  in  the  Congress — ^the  Honorable  George  Brown  of  California 
for,  hopefully,  a  very  brief  opening  statement. 
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STATEMENT  OF  HON.  GEORGE  E.  BROWN,  JR.,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Brown.  Mr.  Chairman,  you've  been  very  tactful  in  emphasiz- 
ing the  subject  of  brevity  and  I  appreciate  it.  Let  me  thank  you  for 
allowing  me  to  attend  today's  hearing.  Since  I'm  not  a  member  of 
the  committee,  you  did  not  have  to  permit  me  this  privilege,  but 
you're  a  gracious  Member  of  Congress  and  your  courtesy  to  me  is 
greatly  appreciated.  And,  of  course,  I  do  want  to  commend  your 
skill  at  bridge;  it's  not  outstanding,  but  it's  commendable. 

Mr.  Barton.  He's  telling  the  truth. 

Mr.  Brown.  I  wanted  to  attend  this  hearing  because  I  have  a 
longstanding  interest  in  the  international  trade  and  energy  and  en- 
vironmental technologies.  As  the  chairman  of  the  Science  Commit- 
tee in  the  102d  Congress,  I  participated  in  writing  the  Energy  Pol- 
icy Act  of  1992,  and  in  that  legislation  we  expressly  directed  the 
Secretary  to  undertake  activities  to  promote  energy  and  environ- 
mental technology  abroad.  At  the  time,  I  envisioned  that  such  ac- 
tivities would  include  trade  missions  and,  therefore,  I've  been 
somewhat  surprised  at  the  "brouhaha"  over  whether  the  Secretary 
should  undertake  trade  missions  in  her  fulfillment  of  the  mandates 
in  the  Energy  Policy  Act. 

Thus,  I'm  very  glad  we're  having  this  hearing  today  to  highlight 
what  the  Secretary  was  doing  during  these  trips  that  have  now  be- 
come controversial.  It  is  legitimate  to  look  at  how  taxpayers'  dollars 
were  spent  in  such  trips,  and  I've  always  supported,  as  you  know, 
vigorous  congressional  oversight.  However,  we  must  not  lose  sight 
of  the  forest  for  the  trees  and  forget  the  grander  purpose  that  these 
missions  address;  namely,  expanded  international  trade  for  Amer- 
ican business.  And  I  think  the  witnesses  today,  including  the  one 
from  California,  will  help  us  to  put  these  trade  missions  into  per- 
spective. 

Mr.  Barton.  That  concludes  the  opening  statements.  All  mem- 
bers not  present  at  the  subcommittee  will  have  3  legislative  days 
to  submit  written  statements  for  the  record,  without  objection. 

[The  prepared  statement  of  Hon.  Thomas  J.  Bliley,  Jr.  follows:] 

Prepared  Statement  of  Hon.  Thomas  J.  Buley,  Jr.,  Chairman,  Committee  on 

Commerce 

Today,  the  Subcommittee  on  Oversight  and  Investigations  continues  its  series  of 
hearings  on  the  Department  of  Energy. 

On  December  20  of  last  year,  Mr.  Barton  and  five  other  chairmen  joined  me  in 
writing  Secretary  O'Leary  to  request  clarification  of  the  value  of  energy  deals  made 
on  the  Secretary's  trade  missions.  There  were  a  multitude  of  numbers  reported  in 
the  press,  and  we  asked  for  the  documentation  behind  the  numbers.  In  testimony 
before  the  Senate  Foreign  Relations  Committee  in  March  of  last  vear,  the  Secretary 
used  a  figure  alleging  5iat  $27.7  billion  in  energy  agreements  for  American  firms 
resulted  from  the  trade  missions.  In  April,  in  remarks  before  the  White  House  Con- 
ference on  Small  Business,  the  Secretary  claimed  that  DOE  achieved  $19.4  billion 
in  contracts.  Finally,  a  December  9th  statement  made  in  response  to  a  front-page 
article  in  the  Los  Angeles  Times  estimated  only  $2.4  billion  in  contracts. 

I  believe  it  is  very  important  to  find  out  just  what  the  real  "return  on  investment" 
is  for  these  expensive  trade  missions.  In  the  same  December  9th  statement,  the  Sec- 
retary claimed  that  "When  compared  to  the  cost  of  the  missions,  this  is  a  return 
on  investment  of  nearly  $1,000  to  every  $1."  Is  it  really  that  high  of  a  return?  It 
is  important  that  the  varying  estimates  of  trade  benefits  be  understood  for  what 
they  are,  and  we  are  gratefiu  that  several  of  the  trade  mission  participants  have 
come  before  us  today  to  provide  the  Subcommittee  with  their  perspectives  on  the 
claimed  effectiveness  of  DOE's  trade  missions. 
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The  House  Commerce  Committee  is  very  interested  in  learning  how  federal  export 
promotion  programs  could  be  unproved  and  how  well  the  different  agencies  engaged 
in  export  promotion  cooperate  with  one  another.  These  programs  are  too  diffuse  and 
often  resiilt  in  ineffective  trade  policies  and  unnecessary  expenditures.  This  Com- 
mittee has  already  spoken  in  favor  of  consolidating  federal  export  promotion  pro- 
grams into  one  agency,  and  I  believe  that  these  hearings  lay  an  important  founda- 
tion for  understanding  and  improving  the  effectiveness  of  all  federal  export  pro- 
motion programs.  This  in  turn  will  strengthen  U.S.  leadership  in  international  trade 
and  provide  greater  opportunities  for  American  businesses  to  compete  in  inter- 
national markets. 

Mr.  Barton.  The  Chair  does  wish  to  reiterate  what  the  vice 
chairman  said.  Each  of  these  witnesses  was  requested  by  the  mi- 
nority and,  to  my  knowledge,  every  witness  that  was  requested  was 
allowed  to  participate,  so  that  while  there  have  been  some  concerns 
expressed  in  prior  hearings  that  this  investigation  is  partisan  in 
nature  or  somehow  one-sided,  I  think  today's  hearing  should  show 
that  we're  absolutely  interested  on  both  sides  of  the  aisle  on  this 
subcommittee  in  finding  out  the  truth,  the  whole  truth,  and  noth- 
ing but  the  truth.  And  we  want  to  give  every  opportunity  for  the 
administration  and  the  Department  to  put  forward  the  absolute 
best  face  possible. 

Mr.  Klink.  Would  the  chairman  jdeld  for  1  second? 

Mr.  Barton.  I'd  be  happy  to  yield. 

Mr.  Klink.  Is  it  not  also  true  that  the  majority  had  the  oppor- 
tunity to  request  witnesses  to  take  part  in  this  hearing,  also,  if 
they  had  chosen  to? 

Mr.  Barton.  We  certainly  had  such  an  opportunity. 

Mr.  Klink.  Thank  you,  Mr.  Chairman. 

Mr.  Barton.  We  do  want  to  make  each  of  you  witnesses  aware 
that  it  is  the  tradition  of  this  subcommittee,  since  it  is  an  inves- 
tigative and  oversight  subcommittee,  that  all  testimony  is  taken 
under  oath.  Do  any  of  you  have  an  objection  to  testifying  under 
oath?  You  should  also  be  aware  that,  under  the  Constitution  of  the 
United  States  and  the  rules  of  the  subcommittee,  you  have  the  ab- 
solute right  to  be  advised  by  counsel  during  your  testimony.  Do  any 
of  you  so  wish  to  take  advantage  of  that  protection? 

[No  response.] 

I  might  also  say  that  while  this  is  a  very  serious  subject  and 
we're  certainly  very  involved  in  a  complete  investigation,  your  com- 
panies and  you,  individually,  are  not  under  investigation.  We  know 
that  you  have  come  forward  voluntarily,  and  we  appreciate  that. 
We  want  you  to  feel  at  ease  and  very  comfortable  in  your  testi- 
mony, because  we're  just  trsdng  to  find  out  what  you  think  about 
these  trade,  missions. 

Would  each  of  you  please  stand  and  raise  your  right  hand? 

[Witnesses  sworn.] 

I  want  to  identify  each  of  our  witnesses,  and  then  we'll  start  at 
my  left,  at  your  right,  with  Mr,  Fryling  and  just  go  right  down  the 
line.  We'll  give  each  of  you  5  minutes  to  summarize  your  written 
statement.  Your  written  statement  will  be  included  in  the  record 
in  its  entirety. 

Our  first  witness  today  is  Mr.  Victor  Fryling,  who  is  president  of 
CMS  Energy  Corporation.  Mr.  Fryling  participated  in  the  India  trip 
and  the  Pakistan  trip. 
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Our  second  witness  is  Ms.  Nancy  Bacon,  who  is  senior  vice  presi- 
dent of  Energy  Conversion  Devices,  Incorporated.  She  participated 
in  the  India  trip  and  the  South  Africa  trip. 

Our  third  witness  is  Ms.  Linda  Marvin,  who  is  president  and 
CEO  of  Lockheed  Environmental  Systems  and  Technologies.  She 
participated  in  the  India  trip  and  the  China  trip. 

Our  fourth  witness  is  Mr.  Robert  Hart,  who  is  president  of  Coast- 
al Power  Company.  Mr.  Hart  participated  in  the  Pakistan  trip  and 
the  China  trip. 

Our  fifth  witness  is  Mr.  Dennis  Bakke,  president  and  CEO  of  the 
AES  Corporation.  Mr.  Bakke's  company  is  the  only  witness  today 
whose  company  participated  in  all  four  trips:  the  India  trip,  the 
Pakistan  trip,  the  China  trip,  and  South  Africa  trip. 

Our  sixth  witness  is  Mr.  Wa5me  Rogers,  president  of  S3niergics 
Energy  Development  Company,  and  he  went  on  the  Pakistan  trip. 

Our  seventh  witness  is  Mr.  Roger  Little,  who  is  president  of 
Spire  Corporation.  He  participated  in  the  India  trip,  the  China  trip, 
and  the  South  Africa  trip. 

And  our  last  witness,  but  certainly  not  least,  is  Mr.  Kenneth 
Karas,  who  is  president  and  CEO  of  Zond  Corporation,  and  he  par- 
ticipated in  the  China  trip  and  the  South  Africa  trip. 

We  have  just  had  the  buzzer  for  our  journal  vote,  so  instead  of 
getting  started  and  having  to  stop,  we're  going  to  recess  for  ap- 
proximatelv  10  to  15  minutes,  go  vote,  and  then  come  back.  And 
when  we  do  come  back,  we  will  start  with  Mr.  Fryling,  give  each 
of  you  5  minutes,  and  then  ask  questions.  So  we're  in  a  short  re- 
cess. 

[Brief  recess.] 

Mr.  Barton.  The  subcommittee  will  come  to  order. 

Before  we  recognize  Mr.  Fryling,  I've  been  informed  by  staff  that, 
when  I  indicated  the  individuals  had  gone  on  these  trips,  I've  now 
been  informed  that  their  company  was  represented  on  these  trips 
and  that  the  individuals  were  not  necessarily  on  each  of  the  trips. 
With  that,  we  would  recognize  Mr.  Fryling  for  5  minutes,  and  your 
entire  statement  will  be  put  into  the  record. 

TESTIMONY  OF  VICTOR  J.  FRYLING,  PRESIDENT,  CMS  ENERGY 
CORP.;  NANCY  M.  BACON,  SENIOR  VICE  PRESIDENT,  ENERGY 
CONVERSION  DEVICES,  INC.;  LINDA  A.  MARVIN,  PRESIDENT, 
LOCKHEED  ENVIRONMENTAL  SYSTEMS  AND  TECH- 
NOLOGIES CO.;  ROBERT  C.  HART,  PRESIDENT,  COASTAL 
POWER  CO.;  DENNIS  W.  BAKKE,  PRESIDENT,  THE  AES  CORP.; 
WAYNE  L.  ROGERS,  PRESIDENT,  SYNERGICS  ENERGY  DEVEL- 
OPMENT, INC.;  ROGER  G.  LITTLE,  PRESIDENT,  SPIRE  CORP.; 
AND  KENNETH  C.  KARAS,  PRESIDENT,  ZOND  CORP. 

Mr.  Fryling.  Thank  you.  Mr.  Chairman,  Congressman  Dingell, 
and  other  members  of  the  subcommittee. 

I'm  Vic  Fryling,  the  president  and  chief  operating  officer  of  CMS 
Energy  Corporation.  I  want  to  thank  you  for  the  opportunity  to  tes- 
tify today  regarding  the  value  of  the  Department  of  Energy's  trade 
advocacy.  CMS  Energy  in  asset  value  is  a  $9  billion  international 
energy  company  based  in  Dearborn,  Michigan,  with  energy  activi- 
ties in  22  countries  on  5  continents.  CMS  businesses  offer  a  full 
range    of  energy   infrastructure    services,    including   independent 
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power  generation,  oil  and  gas  exploration  and  production,  natural 
gas  pipelines  and  storage,  and  energy  marketing.  CMS's  principal 
subsidiary,  Consumers  Power  Company,  is  Michigan's  largest  util- 
ity and  the  Nation's  fourth  largest  combination  electric  and  gas 
utility. 

CMS  is  testifying  today  because  it  strongly  believes  in  the  impor- 
tance of  the  DOE's  trade  missions  and  other  U.S.  Government  ad- 
vocacy programs.  Our  support  has  not  been  coordinated  nor  re- 
quested by  DOE  and  would  be  the  same  whether  we  received  advo- 
cacy assistance  under  a  Democratic  or  Republican  administration. 

The  U.S.  Government  has  been  an  important  partner  in  CMS 
Energy's  international  development  efforts.  DOE,  Commerce,  State, 
and  Treasury  all  have  provided  advocacy  support  for  CMS  projects. 
The  Commerce  Department's  advocacy  center  has  served  as  a  mis- 
sion control  in  coordinating  interagency  advocacy  efforts. 

My  written  statement  details  the  advocacy  efforts  of  DOE  and 
other  U.S.  Government  agencies  on  behalf  of  CMS  projects.  Be- 
cause time  is  limited,  allow  me  to  highlight  just  one  project  which 
has  benefited  significantly  from  the  DOE  trade  mission  and  other 
advocacy  assistance.  CMS  is  a  co-developer  in  two  of  India's,  quote- 
unquote  "fast-track"  private  power  projects.  The  fast-track  projects 
are  among  the  first  developed  under  the  Indian  government's  en- 
ergy privatization  program  and  are  designated  to  receive  central 
government  counter-guarantees  for  the  State  electricity  boards' 
payment  obligations. 

Our  Nejrveli  project  is  a  $350  million  lignite-fueled  power  project 
in  Tamil  Nadu  and  is  awaiting  a  counter-guarantee  from  the 
central  government  before  financing  can  be  completed  and  con- 
struction commenced.  The  Nejrveli  project  has  encountered  a  very 
significant  obstacle  in  the  Indian  government's  multi-tiered,  ardu- 
ous regulatory  approval  process.  Secretary  O'Leary  and  her  team 
have  made  significant  contributions  in  our  efforts  to  secure  a 
counter-guarantee  and  major  regulatory  approvals  for  our  project. 
Without  the  advocacy  support  we  received  from  the  Secretary  and 
her  team  during  a  trade  mission  to  India  in  1994,  and  through  sub- 
sequent letters,  telephone  calls,  and  the  use  of  informal  channels, 
CMS  would  not  have  made  the  progress  at  Neyveli  that  it's 
achieved  so  far. 

There  are  a  number  of  ways  and  reasons  why  the  U.S.  Govern- 
ment advocacy  programs  are  important  for  this  country  and  for  the 
American  firms  conducting  business  in  international  markets.  For- 
eign governments  aggressively  promote  and  defend  the  interests  of 
their  businesses  and  technologies  in  all  international  markets.  U.S. 
companies  face  fierce  competition  in  emerging  energy  markets  from 
countries  like  Japan,  England,  France,  Germany,  China,  and  other 
countries.  If  our  Government  did  not  provide  similar  trade  advo- 
cacy through  trade  missions  and  other  mechanisms,  it  would  pro- 
vide a  significant  competitive  advantage  to  our  foreign  competitors. 

Trade  advocacy  is  not  corporate  welfare.  The  continued  health  of 
U.S.  energy  companies  and  the  strength  of  our  domestic  energy  sec- 
tor are  becoming  increasingly  dependent  on  the  success  of  Amer- 
ican commercial  interests  in  global  markets.  This  success,  in  turn, 
will  create  American  jobs,  capital,  and  exports.  It  may  also  serve 
to  prepare  and  strengthen  American  utilities  from  the  uncertainty 
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and  volatility  that  will  inevitably  result  from  rapid  deregulation 
and  increased  competition  in  the  U.S.  electric  power  industry.  Ad- 
vocacy takes  a  variety  of  forms.  Through  trade  missions  and  other 
organized  events,  DOE  and  Commerce  have  helped  U.S.  companies 
identify  potential  projects  in  foreign  markets  by  bringing  together 
U.S.  executives  and  foreign  government  and  private  sector  rep- 
resentatives. 

CMS  saw  examples  of  this  matchmaking  on  Secretary  O'Leary's 
trade  missions  to  both  India  and  Pakistan,  where  a  major  compo- 
nent of  the  trip 

Mr.  Barton.  You're  at  the  5-minute  mark.  Could  you  summarize 
in  the  next  30  seconds  or  so? 

Mr.  Fryling.  Yes.  The  major  components  of  her  trips  were  the 
introduction  of  relationships  between  U.S.  and  foreign  partners. 
Top  U.S.  Government  officials  are  able  to  break  through  bureauc- 
racy and  competing  priorities  U.S  companies  face  in  developing 
countries  because  of  their  contacts  and  access  to  counterparts  at 
the  highest  levels  of  governments.  Much  of  the  support  in  our 
project  in  Neyveli  is  supplied  by  the  Department  of  Energy.  While 
I'm  not  in  a  position  to  quantify  the  value  of  DOE's  trade  pro- 
motion efforts,  either  in  terms  of  dollar  value  or  U.S.  exports  or 
creation  of  U.S.  jobs,  I  can  say  with  certainty  that  the  support  of 
DOE  and  other  Federal  agencies  for  CMS  projects  has  been  critical 
to  our  companys  success  and  has  resulted  in  over  150  high-paying 
jobs  in  Dearborn  and  tens  of  millions  of  dollars  of  U.S.  content  in 
our  power  plant  pipelines  and  electric  utility  operations  overseas. 

Thank  you  very  much. 

[The  prepared  statement  of  Victor  J.  Fryling  follows:] 

Prepared  Statement  of  Victor  J.  Fryling,  President,  CMS  Energy 

Corporation 

Mr.  Chairman,  Congressman  Dingell  and  members  of  the  subcommittee,  I  am  Vic 
Fryhng,  the  President  and  Chief  Operating  Officer  of  CMS  Energy  Corporation. 
Thank  you  for  the  opportunity  to  testify  today  regarding  the  value  of  the  Depart- 
ment of  Energy's  trade  advocacy  on  behalf  of  CMS  Energy. 

CMS  is  testifying  today  because  it  beUeves  in  the  importance  of  U.S.  government 
trade  promotion  and  advocacy  assistance  programs.  Our  vocal  support  for  these  pro- 
grams would  be  the  same  whether  they  were  conducted  under  a  Democratic  or  Re- 
publican Administration.  I  am  appearing  here  today,  not  at  the  request  of  DOE  or 
any  other  government  agency,  but  because  CMS  believes  DOE  and  other  agencies 
should  continue  to  be  aggressive  advocates  for  U.S.  businesses  in  emerging  energy 

Before  I  get  into  the  subject  of  this  hearing  in  further  detail,  I  want  to  provide 
the  panel  with  some  background  on  CMS  Energy  Corporation  and  briefly  describe 
the  Company's  international  interests.  CMS  Energy  is  a  $4  billion  sales  inter- 
national energy  company  based  in  Dearborn,  Michigan,  with  energy  activities  in  22 
countries  on  five  continents.  CMS  businesses  offer  a  full  range  of  energy  infrastruc- 
ture services,  including  independent  power  generation,  oil  and  gas  exploration  and 
production,  natural  gas  transmission  and  storage  and  energy  marketing.  CMS's 
principal  subsidiary.  Consumers  Power  Company,  is  Michigan's  largest  utility  and 
the  nation's  fourth  largest  combination  electric  and  gas  utility. 

Internationally,  CMS  Energy  has  concentrated  its  activities  in  developing  coun- 
tries that  either  have  a  demonstrated  need  for  additional  energy  or  have  concluded 
that  their  economies  can  benefit  from  privatizing  their  energy  infrastructures.  Here 
are  three  examples,  including  the  role  played  by  our  government  in  each  case: 

India,  which  will  need  142,000  MW  of  new  capacity  by  2005,  is  a  striking  example 
of  a  developing  country  that  offers  enormous  investment  potential  for  U.S.  energy 
companies.  In  1992,  India  amended  its  laws  to  open  up  its  energy  sector  to  privat- 
ization and  foreign  investment.  Independent  power  projects  are  expected  to  provide 
the  bulk  of  India  s  new  electric  capacity.  Ironically,  India  launched  its  energy  privat- 
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ization  pro-am  by  sending  a  trade  mission  to  the  United  States  to  attract  investors. 
Senior  Indian  government  officials  met  with  U.S.  government  representatives  and 
American  energy  companies,  including  CMS.  These  meetings  resulted  in  CMS  ex- 
ploring Indian  power  opportunities  and  becoming  involved  in  several  independent 
power  projects.  CMS  Generation,  our  independent  power  subsidiary,  is  a  co-devel- 
oper of  two  of  the  countries  seven  fast-track  private  power  projects,  projects  which 
are  designated  to  receive  central  government  counter-guarantees  for  the  state  elec- 
tricity boards'  payment  obligations.  The  GVK  Industries  Project  is  a  235  MW  gas- 
fired  facility  located  in  Andre  Pradesh  that  has  been  partially  financed,  is  well  along 
in  its  construction  and  is  expected  to  begin  generating  electricity  later  this  year.  The 
GVK  counter-guarantee  has  not  yet  been  issued  although  it  has  been  drafted  and 
is  expected  to  be  signed  shortly  in  Delhi.  The  Nejrveli  Ptoject  is  a  $350  million  lig- 
nite-iueled  power  plant  in  Tamil  Nadu  and  is  also  awaiting  a  counter-guarantee 
from  the  central  government  before  financing  can  be  completed  and  construction 
commenced.  As  will  be  discussed  in  more  detail  shortly,  Secretanr  O'Leary  and  the 
DOE  staff"  have  contributed  significantly  to  our  efforts  in  India.  Likewise  U.S.  Am- 
bassador Wisner  and  his  staff  have  provided  ongoing  assistance  over  the  past  sev- 
eral years. 

The  Southern  Cone  of  South  America  is  another  region  in  which  CMS  has  focused 
its  efforts.  The  economies  of  many  South  American  countries,  including  Argentina 
and  Chile,  are  growing  at  5  to  8  percent  per  year.  The  need  for  energy  infrastruc- 
ture to  sustain  that  growth  and  substantial  industrial  expansion  in  the  region  pro- 
vide plentiful  opportunities  for  U.S.  energy  companies.  In  recent  years,  both  Argen- 
tina and  Chile  nave  instituted  aggressive  economic  reform  programs  which  included 
the  privatization  of  their  energy  sectors. 

CMS  Energy  is  now  the  largest  U.S.  energy  investor  in  Argentina  with  invest- 
ments totalling  $325  million  with  another  $250  million  in  construction.  CMS  holds 
interests  in  three  operating  power  plants  and  a  fourth  has  recently  started  construc- 
tion. CMS  Energy  is  also  tne  major  investor  in  the  South  American  natural  gas 
pipeline.  Last  year,  CMS  Gas  acquired  a  25%  ownership  interest  in  the  TGN  pipe- 
line project  in  Argentina.  TGN  will  be  part  of  the  larger  GasAndes  pipeline  that  will 
deliver  natural  gas  from  Argentina  and  Santiago,  Chile,  and  in  the  past  month  the 
company  has  acquired  an  electric  distribution  company  in  the  province  of  Entre  Rios 
with  217,000  customers. 

CMS  has  not  needed  extensive  U.S.  government  advocacy  in  South  America.  How- 
ever, we  are  a  member  of  the  U.S.-Argentine  Business  Development  Council  which 
was  created  by  the  Commerce  Department  and  the  Argentine  government  to  pro- 
mote trade  and  investment  between  the  two  countries.  At  former  Secretary  Kon 
Brown's  invitation,  I  chair  the  BDC's  infi-astructure  committee  which  is  developing 
proposals  to  streamline  the  regulatory  and  tax  policies  within  Argentina  and,  at  its 
next  meeting,  will  consider  a  model  economic  development/job  training  program  for 
provinces  in  Argentina  which  have  been  negatively  impacted  by  the  government's 
restructuring  initiatives. 

Morocco  is  another  example  of  a  country  which  now  offers  infrastructure  invest- 
ment opportunities  for  U.S.  companies.  CMS  recently  completed  negotiations  with 
the  Moroccan  national  utility  to  privatize,  expand  and  operate  a  $1.3  billion  1340 
MW  coal-fired  power  plant  called  the  Jorf  Lasfar  Project.  Jorf  Lasfar,  which  will  be 
the  largest  independent  power  project  in  Africa  and  the  fifth  largest  in  the  world, 
is  the  centerpiece  of  the  Kingdom  of  Morocco's  successful  privatization  and  economic 
reform  initiative.  Jorf  Lasfar  will  be  the  precursor  for  substantial  U.S.  investment 
in  Morocco  in  future  years  in  a  wide  variety  of  industries,  including  telecommuni- 
cations, agricvilture,  tourism  and  transportation. 

The  Jorf  Lasfar  project  is  a  classic  example  of  the  importance  of  U.S.  government 
advocacy  and  the  intense  competition  U.S.  businesses  face  in  emerging  energy  mar- 
kets. With  the  strong  support  of  U.S.  Ambassador  Ginsberg  and  the  U.S.  embassy's 
commercial  office,  CMS  was  awarded  the  right  to  exclusively  negotiate  the  project 
by  the  Moroccan  government  over  a  multi-national  government  consortium  led  by 
the  national  utility  of  France.  The  U.S.  government  s  support  for  the  project  cul- 
minated in  His  Majesty  King  Hassan  II's  economic  visit  to  the  United  States  last 
year  during  which  the  King  and  President  Clinton  highlighted  the  Jorf  Lasfar 
prmect  as  the  pioneer  for  future  U.S.  investment  in  the  Kingdom  of  Morocco. 

'These  are  just  a  few  among  many  examples  of  proiects  CMS  Energy  is  pursuing 
internationally.  As  you  can  see,  the  U.S.  government  has  been  an  important  partner 
in  our  development  efforts.  The  federal  government's  support  has  involved  not  just 
DOE,  but  also  the  departments  of  Commerce,  State  and  Treasuiy.  In  many  cases, 
these  agencies  coordinated  their  advocacy  efforts  for  CMS,  principally  through  the 
Commerce  Department's  Advocacy  Center  which  serves  as  "mission  control"  for  U.S. 
government  advocacy  programs.  Former  Secretary  Ron  Brown,  Assistant  Secretary 
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Ray  Vickery  and  other  senior  Commerce  Department  officials  have  been  actively  in- 
volved in  supporting  CMS  Energy  interests  in  India  and  South  America.  More  re- 
cently, the  Stete,  Commerce  and  Treasury  departments  provided  advocacy  assist- 
ance for  CMS's  Moroccan  project. 

This  advocacy  has  taken  a  variety  of  forms.  Through  trade  missions  and  other  or- 
ganized events,  DOE  and  the  Commerce  Department  have  helped  U.S.  companies 
identify  potential  projects  in  foreign  countries  by  bringing  together  U.S.  executives 
and  foreign  governmental  and  private  sector  representatives.  This  "match  making" 
is  an  important  advocacy  tool,  particularly  for  U.S.  firms  that  are  just  getting  start- 
ed in  international  markets.  CMS  saw  examples  of  this  on  Secretary  O'Learys  trade 
missions  to  India  and  Pakistan  where  a  major  component  of  the  trips  was  the  intro- 
duction of  U.S.  business  leaders  to  potential  joint  venture  partners  from  the  host 
country. 

Another  important  advocacy  function  of  the  U.S.  government  has  been  to  assist 
American  companies  to  overcome  political,  regulatory  and  policy  barriers  that  they 
confront  during  the  negotiating  process.  U.S.  companies  are  oDviously  best  suited 
and  responsible  for  negotiating  commercial  terms,  arranging  financing  and  negotiat- 
ing other  business-related  matters.  In  many  cases,  however,  the  entity  on  the  other 
sioe  of  the  negotiating  table  is  the  soverei|^  government  or  a  IOC  percent-owned 
government  entity.  The  political,  public  policy  and  regulatory  hurdles  U.S.  compa- 
nies often  face  during  these  negotiations  represent  the  real  "deal  breakers"  and  are 
the  types  of  hurdles  that  are  appropriately  within  the  purview  of  the  U.S.  govern- 
ment. Top  U.S.  government  officials  are  able  to  break  through  the  bureaucratic  red 
tape  and  competing  priorities  we  face  in  developing  countries  because  of  their  con- 
tacts and  access  to  their  counterparts  at  the  highest  levels  of  government. 

This  form  of  advocacy  has  been  Darticularly  important  for  CMS  in  India  where 
our  Nejrveli  project  has  encountered  very  significant  obstacles  in  the  government's 
arduous  and^  multi- tiered  regulatory  approval  process.  Secretary  O'Leary's  trade 
mission  to  India  in  July  1994,  for  example,  played  an  important  role  in  the  Neyveli 
project  obtaining  its  major  regulatory  clearance  from  the  Indian  Government's 
Central  Electricity  Authority  in  August  1994. 

Throughout  1994  and  1995,  Secretary  O'Leary  and  her  team  wrote  letters,  made 
telephone  calls  and  used  other  informal  channels  to  urge  the  Government  of  India 
to  finalize  the  Neyveli  negotiations.  These  advocacy  efforts  were  done  in  close  co- 
ordination with,  and  at  the  request  of  CMS.  Even  with  the  delays  caused  by  con- 
tract difficulties  experienced  by  the  Dhabol  Project  in  Maharastra,  the  outstanding 
issues  involving  the  Nejrveli  Project  were  reviewed  and  given  clearance  by  the  fuH 
Indian  cabinet  earlier  this  year.  A  final  agreement  on  the  counter-guarantee  be- 
tween CMS  and  the  Indian  government's  Finance  Ministry  could  not  be  completed 
prior  to  the  recent  national  elections  and  the  project's  counter-guarantee  is  therefore 
still  pending.  Without  the  assistance  of  DOE  and  the  U.S.  government,  CMS  would 
not  have  made  the  progress  it  has  achieved  so  far. 

U.S.  government  advocacy  can  also  be  helpful  in  a  broader  context.  Despite  re- 
forms in  many  developing  countries,  fundamental  barriers  to  free  and  fair  trade  re- 
main. U.S.  government  intervention  is  imperative  if  these  barriers  are  to  be  over- 
come. Energy  markets  in  Asia,  for  example,  are  growing  dramatically  and  are  ripe 
for  U.S.  investment,  yet  require  policy  reforms  such  as  reducing  impediments  to 
capital  formation,  easing  controls  on  foreign  exchange  and  streamlining  regulatory 
decision  making.  These  reforms  are  most  appropriately  and  effectively  resolved  by 
and  between  government  policy  makers. 

The  United  States  government  is  not  unique  in  providing  such  advocacy  support 
for  its  business  community.  In  fact,  foreign  government's  are  equally  if  not  more  ag- 
gressive in  promoting  and  defending  the  interests  of  their  businesses  and  tech- 
nologies in  international  markets.  The  governments  of  our  foreign  competition  cor- 
rectly recognize  that  their  advocacy  achieves  results  and  that  me  success  of  their 
businesses  in  overseas  markets  provides  significant  dividends  to  the  country  as  a 
whole,  in  terms  of  increased  exports,  capital  formation  and  jobs.  U.S.  companies  face 
fierce  competition  in  emerging  energy  markets  from  Japan,  England,  France,  Ger- 
many, China  and  many  other  countries.  One  example  is  a  joint  India-Germany  com- 
mittee on  infrastructure  designed  to  support  German  business  investment  in  India. 
The  committee  is  comprised  of  senior  members  of  the  Indian  and  German  govern- 
ments as  well  as  the  leaders  of  Germany's  major  energy  infrastructure  corporations. 
If  our  government  did  not  provide  similar  trade  advocacy  through  trade  missions 
^nd  other  mechanisms,  it  would  undoubtedly  benefit  our  foreign  competitors  and 
represent  unilateral  economic  disarmament  on  the  part  of  the  United  States. 

Some  have  suggested  that  such  trade  promotion  activities  represent  corporate 
welfare  and  should  be  eliminated  or  sharply  curtailed.  But  this  argument  overlooks 
the  reality  that  the  continued  health  of  U.S.  energy  companies  and  the  strength  of 
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our  domestic  energy  sector  are  becoming  increasingly  dependent  on  the  success  of 
American  commercial  interests  in  global  markets.  Our  domestic  energy  sector  is  pro- 
jected to  grow  at  a  leisurely  2-3%  per  year.  In  contrast,  the  projected  growth  in  de- 
mand for  electric  power  worldwide  is  more  than  twice  that  figure.  The  success  of 
U.S.  energy  companies  in  international  markets  will  not  only  create  jobs,  capital 
and  exports,  it  may  serve  to  prepare  and  strengthen  American  utilities  to  deal  with 
the  uncertainty  and  volatility  that  will  inevitably  result  from  rapid  deregulation  and 
increased  competition  in  the  U.S.  electric  power  industry. 

Much  has  been  made  of  the  costs  and  management  of  Secretary  O'Learys  trade 
missions.  This  panel's  ongoing  investigation  has  uncovered  shoddy  administrative 
practices  and' mismanagement  by  DOE  which  the  department  itself  has  acknowl- 
edged. The  departments  problems  have  been  further  magnified  by  its  failed  at- 
tempts to  quantify  the  exact  number  of  dollars  and  jobs  generated  by  its  trade  mis- 
sions. These  problems  sire  significant  but  are  fully  correctable  using  administrative 
remedies  within  the  department  and  with  continued  strict  congressional  oversight. 

These  controversies  should  not  be  allowed  to  obscure  the  value  of  DOE's  trade 
missions  and  other  advocacy  efforts  or  lead  to  their  dismantlement.  To  use  a  shop- 
worn phrase,  let's  not  throw  the  baby  out  with  the  bathwater. 

WhUe  I  am  not  in  a  position  to  quantify  the  value  of  DOE's  trade  promotion  ef- 
forts, either  in  terms  of  the  dollar  value  of  U.S.  exports  or  the  creation  of  new  U.S. 
jobs,  I  can  say  with  certainty  that  the  support  of  DOE  and  other  federal  agencies 
for  CMS  projects  has  been  critical  to  our  company's  success.  It  has  assisted  CMS 
with  millions  of  dollars  in  economic  activity  and  exports  and  has  helped  create  a 
significant  increase  in  the  number  of  jobs,  both  at  our  headquarters  here  in  the  U.S. 
and  in  our  plants  and  offices  around  the  world. 

In  conclusion,  CMS  Energy  believes  it  can  be  successful  in  today's  energy  market- 
place only  by  pursuing  a  combination  of  domestic  and  international  business  strate- 
gies. To  ensvu-e  the  compan/s  success  here  at  home,  we  must  be  active  and  fully 
competitive  in  international  markets.  The  aggressive  advocacy  support  our  competi- 
tors receive  from  their  governments,  the  need  for  ongoing  policy  reforms  in  emerg- 
ing energy  markets  and  the  success  of  DOE  and  other  U.S.  government  advocacy 
efforts  all  weigh  in  favor  of  a  continuation  of  these  programs.  By  maintaining  a 
strong  partnership  with  DOE  and  other  agencies,  CMS  and  other  American  energy 
companies  will  prosper  and  the  resulting  increase  in  economic  growth,  capital  for- 
mation and  jobs  will  benefit  our  nation  as  a  whole. 

Mr.  Barton.  Thank  you,  and  I  do  want  to  apologize.  Each  of  you 
has  traveled  a  long  way,  and  I  know  when  you  get  into  your  testi- 
mony you  want  to  go  much  longer  than  you  really  think  you  are, 
but  with  as  many  witnesses  as  we  have,  poor  Mr.  Karas  will  never 
get  to  speak  if  the  people  at  the  front  don't  try  to  hold  to  the  5- 
minute  rule. 

Again,  Ms.  Bacon,  you  are  welcome  to  submit  your  entire  state- 
ment for  the  record,  and  we  hope  you  would  summarize  in  5  min- 
utes. 

TESTIMONY  OF  NANCY  M.  BACON 

Ms.  Bacon.  Very  good,  thank  you. 

My  name  is  Nancy  Bacon;  I'm  senior  vice  president  of  Energy 
Conversion  Devices.  Mr.  Chairman,  I'm  pleased  to  be  here  to  testify 
to  you  and  the  other  distinguished  members  of  your  committee. 

By  way  of  background,  my  company.  Energy  Conversion  Devices, 
is  a  small,  publicly  held  company  in  Troy,  Michigan.  We're  a  high- 
tech  company  that's  pioneered  the  area  of  science  and  technology 
of  amorphous  materials.  We're  about  300  people  and  $40  million  in 
sales — ^very  small  compared  to  a  number  of  companies  represented 
by  people  on  this  panel.  Two  of  the  key  technologies  that  we  are 
developing  are  in  the  energy  field.  One  is  photovoltaics,  the  conver- 
sion of  sunlight  into  electricity,  and  the  other  is  high-powered  re- 
chargeable batteries  that  can  power  anything  from  laptop  comput- 
ers to  electric  vehicles. 
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We've  worked  with  the  DOE  for  a  long  time  in  developing  these 
technologies,  both  in  photovoltaics  and  in  batteries  for  electric  vehi- 
cles. As  both  a  vice  president  of  my  company  and  as  a  taxpayer, 
I  fully  endorse  the  U.S.  DOE's  trade  missions.  According  to  the 
World  Energy  Council,  more  electrical  generating  capacity  will  be 
built  in  the  next  25  years  than  was  built  in  the  previous  century. 
Over  85  percent  of  that  growth  will  occur  outside  the  United 
States,  primarily  in  developing  nations.  We  would  be  foolish  not  to 
promote  U.S.  business  interests  in  these  countries,  and  I  believe 
that  Secretary  O'Leary's  aggressive  marketing  of  U.S.  energy  tech- 
nologies in  these  international  markets  is  new  and  entirely  appro- 
priate, given  the  large  stakes  and  the  intense  global  interest. 

Because  we  are  a  small  company,  I  was  particularly  pleased  to 
be  involved  in  the  delegation  and  grateful  for  the  doors  of  oppor- 
tunity that  she  opened  for  our  company.  We  met  many,  many  dif- 
ferent companies  and  were  advised  to  other  opportunities  that  we 
just  wouldn't  have  gotten  otherwise.  Such  businesses  are  critical, 
in  terms  of  the  photovoltaics  and  the  batteries,  to  sustainable  de- 
velopment around  the  world,  that  will  improve  the  environment, 
reduce  global  competition  and  a  dependence  on  imported  oil,  and 
that  we  think  they're  big  business.  Particularly,  on  these  trade  mis- 
sions, we  engaged  in  a  number  of  discussions,  and  we're  continuing 
to  be  in  serious  business  discussions  which  we  believe  will  trans- 
late into  tangible  business  arrangements.  We  have  had  numerous 
companies  from  these  countries  visit  us,  and  we've  received  dozens 
of  inquiries  from  companies  expressing  interest  in  our  products  and 
in  working  with  us. 

We're  basically  commercializing  our  technology  through  strategic 
alliances.  By  way  of  example,  we  have  a  joint  venture  in 
photovoltaics  in  the  United  States  with  Canon  Corporation,  one  in 
Russia  with  a  major  company,  and  in  the  battery  area  we  have  a 
joint  venture  with  G^eneral  Motors.  We're  very  interested  in  form- 
ing similar  alliances  for  the  production  of  these  products  in  India 
and  South  Africa,  the  two  missions  I  participated  in.  In  addition, 
ECD  manufactures  production  equipment  for  its  joint  venture  part- 
ners and  licensees,  and  we  are  very  hopeful  that  the  business  rela- 
tionships explored  in  both  India  and  South  Africa  will  result  in 
joint  venture  licensing  agreements  similar  to  those  that  we've 
formed  in  the  United  States  and  elsewhere.  This  would  provide  us 
with  substantial  machine-building  contracts,  profits  from  the  sale 
of  products,  and  royalties. 

Specifically,  we  hope  to  receive  a  machine-building  contract  for  a 
new,  fully  integrated  photovoltaic  production  plant.  If  the  negotia- 
tions are  successful,  it  is  expected  that  the  machine-building  con- 
tracts could  be  in  the  range  of  $20  million  to  $30  million,  depend- 
ing on  the  production  capacity  of  the  equipment  built,  and  is  likely 
to  create  over  100  U.S.  jobs. 

In  the  battery  field,  while  we  are  discussing  both  joint  ventures 
and  licensing  arrangements,  it  is  more  likely  that  we  would  enter 
into  a  licensing  arrangement  which  would  provide  for  upfront  li- 
censing fees  in  the  range  of  $5  million,  as  well  as  royalties.  While 
we  have  not  entered  into  any  definitive  agreements  to  date,  we  con- 
tinue to  have  discussions  with  a  number  of  the  prospective  part- 
ners, and  we  believe  that  it  is  unlikely  that  Energy  Conversion  or 
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its  affiliates,  the  Ovonic  Battery  Company  and  United  Solar,  would 
have  been  exposed  to  the  Indian  and  South  African  companies  such 
as  we  met  on  the  mission,  had  we  not  participated.  Working  in 
newly  emerging  alternative  energy  industries,  we  understand  that 
definitive  deals  take  time.  We  received  initial  exposure  of  our  prod- 
ucts during  the  missions,  and  we  are  optimistic  that  we  will  be  able 
to  form  mutually  beneficial  business  relationships  in  the  future. 

Finally,  I  would  like  to  add  that  all  the  costs  of  our  participation 
in  the  mission,  both  travel  as  well  as  administrative  and  on-the- 
ground  costs,  were  paid  by  us  promptly,  and  no  one  from  the  DOE 
asked  us  to  write  any  letters  of^ commendation. 

[The  prepared  statement  of  Nancy  M.  Bacon  follows:] 

Prepared  Statement  of  Nancy  M.  Bacon,  Senior  Vice  President,  Government 
Contracts  and  International  Projects,  Energy  Conversion  Devices,  Inc. 

Mr.  Chairman  I  am  pleased  to  testify  today  about  my  opinion  of  the  value  of  the 
U.S.  Department  of  Energy's  (DOE)  trade  missions  to  Energy  Conversion  Devices 
Inc.  (ECD). 

By  way  of  background,  ECD  is  a  small  publicly  held  company  located  in  Troy, 
Michigan.  The  company  has  pioneered  the  science  of  amorphous  and  disordered  ma- 
terials and  its  goal  has  been  to  develop  and  commercialize  products  using  these  low 
cost  versatile  materials  to  address  important  environmental,  energy  and  new  mate- 
rials needs. 

Two  of  ECD's  key  technologies  are  in  the  energy  field,  photovoltaics  (PV)  the  con- 
version of  sunlight  into  electricity  and  high  powered  rechargeable  batteries  that  can 
power  anjrthing  fi-om  consumer  electronic  products  to  electric  vehicles.  ECD  has  over 
170  U.S.  issued  patents  in  the  PV  and  battery  fields  with  corresponding  foreign  pat- 
ents throughout  the  world.  ECD  has  had  a  long  and  rewarding  relationship  with 
the  DOE  and  has  developed  its  PV  and  electric  vehicle  battery  technologies  m  part 
with  fiinding  from  the  DOE. 

ECD  participated  in  Secretary  O'Leary's  missions  to  India  and  South  Afiica.  I  was 
the  only  representative  of  ECD  on  the  trade  mission  to  South  Afiica  and  traveled 
with  the  Secretary  both  to  and  fi-om  South  Afiica.  In  India  I  was  joined  by  two  col- 
leagues. Dr.  Subhendu  Guha,  Executive  Vice  President  of  United  Solar  Systems 
Corp.  our  American  PV  joint  ventvu"e  and  Subhash  Dhar,  President  of  Ovonic  Bat- 
tery Co.,  our  battery  subsidianr. 

As  both  a  vice  president  of  ECD  and  as  a  tax  payer  I  fiilly  endorse  the  U.S.  DOE's 
trade  missions.  According  to  the  World  Energy  Council,  more  electrical  generating 
capacity  will  be  built  over  the  next  25  years  than  was  built  in  the  previous  century. 
Over  85%  of  that  growth  will  occur  outside  of  the  U.S.,  primarily  in  developing  na- 
tions. We  would  be  foolish  as  a  country  not  to  promote  U.S.  business  interest  in 
these  enormous  emerging  markets.  Secretary  OLeary  's  aggressive  marketing  of 
U.S.  energy  technology  in  these  international  markets  is  new  and  entirely  appro- 
priate, given  liie  large  stakes  involved  and  the  intense  global  competition. 

Because  ECD  is  a  small  company  and  is  involved  in  alternative  energy  tech- 
nologies, I  was  particularly  grateful  to  be  a  part  of  her  delegation,  which  opened 
doors  of  opportunity  for  my  company  otherwise  not  accessible.  Renewable  energy 
and  energy  storage  businesses  are  usually  not  represented  on  traditional  trade  mis- 
sions. This  has  been  a  mistake.  Such  businesses  are  critical  to  sustainable  develop- 
ment around  the  world,  will  improve  the  environment,  reduce  global  competition  for 
depletable  oil  supplies  and  are  the  big  growth  industries  of  the  future.  DOE  has 
been  outstanding  in  advancing  U.S.  technical  leadership  of  these  technologies  and 
the  Secretary's  efforts  to  promote  commercial  opportunities  in  this  area  is  a  sorely 
needed  and  refi-eshing  change  from  past  practices. 

As  a  result  of  these  missions  we  are  engaged  in  a  number  of  on-going  business 
discussions  which  we  believe  will  translate  into  tangible  business  arrangements.  In 
the  case  of  India  we  signed  two  memoranda  of  understanding  with  Indian  compa- 
nies and  are  pursuing  other  opportunities  as  well.  As  a  result  of  the  trade  mission 
to  India  and  South  Mrica  we  nave  also  hosted  visits  to  our  company  by  numerous 
companies  from  these  countries  and  received  dozens  of  inquiries  from  companies  ex- 
pressing interest  in  our  products  and  working  with  us. 

ECD  is  commercializing  its  technology  through  strategic  alliances  with  companies 
throughout  the  world.  By  way  of  example,  ECD  has  a  joint  venture  in  the  U.S.  with 
Canon  Corp.  of  Japan  and  in  Russia  with  the  Scientific  and  Industrial  Enterprise 
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KVANT,  the  premier  manufacturer  for  PV  cells  in  Russia.  In  the  battery  area  we 
have  a  joint  venture  with  General  Motors  and  have  licensed  other  major  companies 
throughout  the  world  to  manufacture  and  sell  batteries  using  ECD's  proprietary 
technology.  ECD  is  interested  in  forming  similar  alliances  for  the  production  of  its 
products  in  India  and  South  Africa.  In  addition  ECD  manufactures  production 
equipment  for  its  joint  venture  partners  and  licensees  at  its  machine  building  facili- 
ties in  Michigan. 

We  are  hopeful  that  the  business  arrangements  explored  in  both  India  and  South 
Africa  will  result  in  joint  venture  and/or  license  arrangements  which  would  provide 
for  substantial  machine  building  contracts  to  ECD,  profits  from  the  sale  of  products 
and  royalties. 

Specifically,  we  are  hopefvil  of  receiving  a  machine  building  contract  for  new  fully 
integrated  PV  manufacturing  equipment.  If  such  negotiations  are  successful,  it  can 
be  expected  that  the  machine  building  contracts  will  be  in  the  range  of  $20-$30  mil- 
lion, depending  upon  the  production  capacity  of  the  equipment  buSt,  and  will  likely 
create  over  100  U.S.  jobs. 

In  the  battery  field,  while  we  are  discussing  both  joint  ventures  and  license  ar- 
rangements it  is  more  likely  that  we  would  enter  into  license  arrangements  which 
should  provide  up-front  license  fees  in  the  range  of  $5  million  as  well  as  on-going 
royalties. 

While  we  have  not  entered  into  any  definitive  agreements  to-date,  we  continue  to 
have  discussions  with  a  number  of  prospective  partners.  We  believe  that  it  is  un- 
likely that  ECD,  Ovonic  Battery  and  United  Solar  Systems  Corp.  would  have  been 
aware  of  or  been  exposed  to  Indian  and  South  African  companies  such  as  those  to 
which  we  were  introduced  during  the  trade  missions  had  ECD  not  participated  in 
the  trade  missions.  Working  in  the  newly  emerging  alternative  energy  industries, 
we  understand  that  definitive  deals  take  time.  We  received  initial  exposure  of  our 
products  during  the  missions  and  we  are  optimistic  that  mutually  beneficial  busi- 
ness relationships  will  develop  in  the  future  as  a  result. 

Finally,  all  costs  for  our  participation  in  the  missions  both  for  travel  as  well  as 
administrative  costs  on  the  ground  (which  were  added  to  the  hotel  bills)  were  paid 
by  us  promptly  and  the  DOE  did  not  request  me  or  any  other  individual  at  our  com- 
pany to  send  a  letter  to  the  DOE  commending  them  on  the  trade  missions. 

Mr,  Barton.  Thank  you.  You  hit  5  minutes  exactly;  that's  good. 
The  Chair  would  now  recognize  Ms.  Marvin,  with  Lockheed,  for 
5  minutes. 

TESTIMONY  OF  LINDA  A.  MARVIN 

Ms.  Marvin.  Good  morning,  Mr.  Chairman,  and  members  of  the 
subcommittee.  My  name  is  Linda  Marvin;  I'm  the  president  of 
Lockheed  Martin  Environmental  Systems  and  Technologies  Com- 
pany, and  I  appreciate  being  invited  to  testify  before  you  today. 

In  opening,  I'd  like  to  start  a  little  bit  differently  and  paint  a  pic- 
ture for  you  of  what  American  business  is  facing  in  the  world 
today.  We  currently  live  in  a  global  economy,  and  I  know  that's  not 
news  to  anybody,  but  we're  discovering  very  rapidly  in  business 
that  it  requires  international  market  penetration,  as  well  as  domes- 
tic. So,  it's  no  longer  acceptable  for  the  companies  today  to  stay 
home.  We  must  be  competitive  overseas  to  establish  U.S.  tech- 
nology leadership  and  thus  create  many  more  jobs  here  for  our  citi- 
zens. 

Unfortunately,  I  believe  that  we're  at  a  disadvantage.  We  find 
ourselves  playing  catch-up  internationally.  We  have  found  that 
countries  like  Japan,  France,  Germany,  and  China,  to  name  a  few, 
have  been  actively  promoting  trade  missions  and  projects  for  their 
businesses  for  years.  It's  essential  to  us  that  the  U.S.  Government 
develop  a  strategic  partnership  with  industry  that  will  position  us 
in  the  global  marketplace  for  years  to  come.  The  DOE  trade  mis- 
sions have  demonstrated  that  kind  of  working  partnership. 
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Let  me  use  the  Olympics  as  an  analogy.  We  see  here  that  foreign 
countries  field  their  teams;  they  subsidize  their  athletes,  and  they 
promote,  promote,  promote  the  success  of  their  teams.  We  must 
take  a  similar  approach  to  international  trade.  Our  Government 
must  work  to  establish  policies  in  foreign  countries  that  allow  us 
to  compete  and  win  and  also  help  establish  relationships  at  the 
highest  levels.  This  will  give  industry  a  market  position  and,  so  to 
speak,  it  will  level  the  playing  field  so  that  when  we  step  up  to  bat 
we  can  hit  home  runs.  The  trade  missions  that  the  Secretary  of  En- 
ergy has  conducted  have  demonstrated  how  industry  and  Govern- 
ment have  formed  such  a  strategic  partnership  for  success.  If  you 
believe  in  American  business,  these  trips  should  be  encouraged. 

I'd  like  to  use  the  India  mission  to  illustrate  how  and  why  these 
trips  reedly  worked  for  business.  A  project  was  brought  to  me  to  re- 
view in  India,  and  I  thought  that  it  would  be  useful  to  go  on  this 
mission  to  determine  if  it  were  viable.  So,  we  started  out  at  DOE 
headquarters  where  we  were  briefed  on  the  trip  and  then  trans- 
ported to  the  airport,  and  our  work  began  when  we  stepped  on  that 
airplane.  We  met  in  groups  of  different  interests,  like  independent 
power,  renewables,  coal,  and  we  set  our  strategic  course.  We  identi- 
fied the  policies  that  needed  to  be  addressed  in  India;  we  identified 
the  communications  that  v/ere  important  to  us  and  our  issues  and 
concerns.  We  started  out  as  a  group  of  strangers,  for  the  most  part. 
We  represented  business,  government,  and  non-governmental  orga- 
nizations, and  by  the  time — 24  hours  later — we  landed  in  India,  we 
stepped  off  that  airplane  an  integrated  team,  ready  to  get  the  play- 
ing field  opened  up. 

My  specific  project  actually  was  borne  out  of  the  Bush  adminis- 
tration at  the  Rio  conference,  because  we're  putting  together  tech- 
nology and  services  which  will  allow  us  to  use  bio-mass  to  produce 
saleable  products  overseas,  and  this  will  also  reduce  greenhouse 
gas  emissions. 

I've  heard  a  lot  of  talk  about  what  these  missions  were  like,  and, 
let  me  tell  you,  we  worked  14-  to  16-hour  days;  I  probably  averaged 
4.5  hours  of  sleep  every  night  I  was  there.  We  started  with  break- 
fast meetings;  we  went  through  the  entire  day  and,  generally,  were 
meeting  after  dinner  in  our  small  groups  or  as  a  delegation.  By  the 
end  of  the  mission,  we  produced  the  following  results:  there  were 
favorable  policies  set  in  place  with  the  Indian  government;  the  In- 
dian government  encouraged  American  business  to  come  over  and 
begin  projects;  we  established  powerful  relationships  at  the  highest 
levels  in  Jboth  the  government  and  industry  partners. 

For  example,  in  my  case,  I  was  privileged  to  have  attended  a 
roundtable  with  the  prime  minister  of  finance;  I  met  the  minister 
of  power  and  the  minister  of  renewable  energies.  What  that  does 
for  me  when  I  go  over,  which  we  have  been  back  to  India  on  sev- 
eral trips,  is  we  can  easily  get  meetings  with  these  people,  and  they 
know  what  our  projects  are  and  endorse  the  projects  that  we're 
looking  at.  For  Lockheed  Martin  specifically,  while  we  are  still  in 
the  feasibility 

Mr.  Barton.  Unfortunately,  you're  at  the  5-minute  mark.  Can 
you  in  1  minute  please  end? 

Ms.  Marvin.  I  certainly  will. 
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While  we're  still  at  the  feasibility  study  phase  of  our  project,  we 
have  discovered  that  these  projects  represent  a  $35  billion  market 
that  we  can  begin  to  penetrate  over  the  years.  Since  this  mission, 
as  I  said,  we  have  made  many  trips  back  to  India  and  have  suc- 
cessfully advanced  our  project. 

In  summary,  I  believe  the  missions  are  pro-American  business; 
they  support  the  free-market  system;  they  create  successful  pene- 
trations of  new  international  markets,  and  I  believe  our  Giovem- 
ment  must  continue  to  work  with  industry  to  ensure  the  success 
of  American  business  in  today's  global  economy.  Thank  you  for 
your  attention. 

[The  prepared  statement  of  Linda  A.  Marvin  follows:] 

Prepared  Statement  of  Linda  A.  Marvin,  President,  Lockheed  Martin 
Environmental  Systems  and  Technologies  Co. 

Good  morning  Mr.  Chairman  and  Members  of  the  Subcommittee.  I  appreciate 
your  invitation  to  present  testimony  today  regarding  the  value  to  the  U.S.  of  De- 
partment of  Energy  trade  missions  in  which  I  participated  as  a  business  delegate. 

My  name  is  Linda  Marvin.  I  am  President  of  Lockheed  Martin  Environmental 
Systems  &  Technologies  Company,  a  wholly  owned  subsidiary  of  the  Lockheed  Mar- 
tin Corporation.  Headquartered  in  Houston  Texas  with  750  employees  in  twelve 
states,  the  company  is  a  full  service  environmental  management  and  technology  ap- 

Elications  firm  which  generated  $78  million  in  revenues  in  1995.  The  compan/s 
usiness  base  is  derived  from  a  range  of  domestic  and  international  government  and 
commercial  customers  with  complex  energy  and  environmental  needs. 

I'd  like  to  place  my  continents  today  in  the  context  of  international  competitive- 
ness in  a  global  economy.  Consider  if  you  would  for  a  moment  the  upcoming  sum- 
mer Olympics  in  Atlanta,  or  World  Cup  soccer  and  the  Davis  Cup  invitational. 
These  are  international  events  requiring  years  of  planning,  training,  logistics,  and 
cooperation  for  the  purpose  of  fielding  the  best  teams  and  assuring  a  fair  and  open 
competition  for  all  participants.  The  defining  moment  for  these  competitions  is  at 
the  games  themselves,  but  winners  and  losers  are  determined  by  a  succession  of 
events  preceding  the  competition. 

We  are  living  in  an  intensely  competitive  global  marketplace  in  which  govern- 
ments, business,  populations,  and  economies  are  effected  by  daily  events  and  deci- 
sions. As  a  business  manager,  I  am  compelled  to  seek  strategic  business  develop- 
ment opportunities  in  both  domestic  and  international  markets.  Under  the  1992  En- 
ergy Policy  Act  and  Export  Enhancement  Act,  the  U.S.  government  is  encouraged 
to  facilitate  the  creation  of  jobs  in  the  U.S.  by  identifying  and  developing  opportuni- 
ties for  exports.  Collectively,  we  share  a  common  interest  in  fielding  the  best  teams 
to  compete  effectively  in  the  arena  of  global  economics.  We  have  already  seen  very 
aggressive  approaches  to  the  international  market  taken  by  countries  such  as 
Japan,  Germany,  France,  to  name  a  few.  These  efforts  illustrate  the  importance  of 
trade  missions  which  allow  the  U.S.  government  to  enhance  U.S.  global  competitive- 
ness. Staying  home  simply  concedes  the  field  to  others. 

For  my  company,  choosing  to  compete  is  the  only  choice,  and  doing  so  in  a  strate- 
gic partnership  with  government  and  non-government  organizations  significantly  in- 
creases the  odds  for  success.  Trade  Missions  represent  a  strategic  partnership  be- 
tween government  and  industry  where  government  works  policy  issues  and  estab- 
lishes crucial  relationships  to  level  the  playing  field  so  that  industry  can  step  up 
to  bat  and  hit  the  home  runs.  I  would  like  to  make  the  following  points  regarding 
the  energy  trade  Mission  to  India  to  illustrate  the  effectiveness  of  this  approach 
from  my  perspective. 

U.S.  /India  Interest:  India  is  identified  in  several  trade  studies  as  one  of  the  9 
major  emerging  economies  for  the  21st  Century,  with  an  estimated  $5  billion  mar- 
ket development  potential  for  energy  and  environmental  services  in  the  agro-indus- 
trial areas  of  sugar,  pulp  and  paper,  and  industrial  alcohols.  The  country  is  also 
viewed  as  a  primary  unk  in  the  effort  to  reduce  global  greenhouse  emissions  under 
the  Joint  Implementation  Program  initiated  under  the  previous  administration. 
President  Clinton  and  India's  Prime  Minister  Rao  reconfirmed  on  May  18,  1994 
their  governments'  commitment  to  the  goals  of  the  Rio  Convention  and  to  bilateral 
cooperation  on  developing  environmentally  sound  energy  supply  and  pollution  con- 
trol systems  for  India.  The  Presidential  Mission  on  Sustainable  Energy  and  Trade 
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in  July  1994  was  organized  to  advance  these  objectives  by  establishing  a  foundation 
and  structure  for  cooperation  and  joint  implementation. 

Lockheed  Martin  Interests:  Lockiieed  Martin's  environmental  and  energy  expertise 
is  ideally  suited  to  the  development  and  application  of  integrated  technology  sys- 
tems. Our  established  partnerships  with  other  industry  leaders  provide  a  strong 
base  for  engineering  innovative  technology  solutions  to  complex  energy  and  environ- 
mental chaflenges.  With  its  large  population,  evolving  industrial  base,  and  pressvu-es 
on  natural  resources,  India  is  primed  to  apply  to  its  emerging  economy  the  kind  of 
advanced  technology  Lockheed  Martin  offers  to  other  domestic  and  international 
customers.  We  see  specific  and  significant  opportunities  for  technical  cooperation  in 
the  areas  of  energy  efSciency  and  production,  waste  reuse,  environmental  manage- 
ment, and  pollution  control. 

The  success  of  this  mission  was  summarized  in  a  letter  from  delegates  to  Presi- 
dent Clinton.  For  Lockheed  Martin  Environmental  Systems  &  Technologies  Co.,  the 
week  of  12  hour  work  days  meeting  with  Indian  government  and  industry  counter- 
parts established  a  clear  understanding  of  how  our  capabilities  match  the  country's 
needs  and  the  government's  goals.  A  preliminary  Memorandum  of  Understanding 
signed  during  the  week  with  the  operators  of  several  sugar  mills  led  to  a  more  de- 
finitive agreement  to  conduct  an  in-depth  feasibility  study  on  our  concept  for  bio- 
mass  conversion  and  cogeneration  in  sugar  processing.  The  results  of  that  study  are 
under  final  internal  review  and  will  be  presented  to  our  counterparts  in  Inrna  in 
a  matter  of  weeks. 

The  value  of  the  India  project  far  surpasses  the  number  of  initial  agreements 
signed.  If  Lockheed  Martin  is  successful  in  innovatively  appl3dng  technology  to  bio- 
mass  refuse,  we  will  be  able  to  duplicate  these  projects  all  over  the  world,  penetrat- 
ing a  multibillion  dollar  market  and  creating  jobs  for  U.S.  citizens.  We  believe  that 
this  exemplifies  the  value  of  a  strategic  partnership  between  government  and  indus- 
try. 

The  members  of  the  industry  consortium  we  have  assembled  to  help  develop  an 
operational  demonstration  system  in  India  share  my  view  that  the  trade  mission 
provided  a  springboard  for  our  efforts.  By  demonstrating  to  our  Indian  hosts  that 
the  U.S.  government's  interest  in  the  countr^s  needs  is  more  than  rhetorical,  the 
delegation  established  a  level  of  credibility  and  trust  with  our  counterparts  that 
could  not  otherwise  have  been  achieved.  We  also  created  the  framework  for  estab- 
lishing long-term  strategic  partnerships  with  Indian  businesses  with  compatible  in- 
terests and  capabilities.  On  the  strength  of  this  foundation,  we  remain  confident  in 
the  prospects  for  moving  ahead  on  the  preliminary  demonstration  project.  A  more 
detailed  overview  of  our  outlook  is  provided  as  a  supplement  to  my  testimony. 

Conclusion:  In  spite  of  the  bridges  advanced  communications  and  transportation 
systems  have  built  between  distant  populations  and  governments,  significant  cul- 
tural and  institutional  barriers  to  investment  and  trade  continue  to  exist  between 
the  U.S.  and  many  foreign  countries.  Ongoing  govemment-to-govemment  trade  dis- 
cussions and  diplomacy  will  continue  to  focus  on  those  obstacles  which  can  be  ad- 
dressed through  government  action  alone.  However,  the  impact  of  addressing  bar- 
riers and  market  development  opportunities  through  the  combined  efforts  of  indus- 
try and  business  should  not  be  overlooked.  The  energy  trade  delegations  to  India 
and  China  clearly  demonstrated  the  value  of  approaching  our  common  agenda  as 
partners  to  achieve  competitive  leadership  abroad  and  economic  security  at  home. 
A  sustained  and  focused  effort  will  be  required  to  foster  and  maintain  U.S.  economic 
leadership  into  the  21st  Century. 

Thank  you  again  for  the  opportunity  to  share  my  views  on  this  important  issue. 

Mr.  Barton.  Thank  you,  ma'am,  and  again  we  apologize  for  forc- 
ing you  to  try  to  speak  within  the  5-minute  rule. 

Now  I  would  like  to  hear  from  Mr.  Hart,  who  is  president  of 
Coastal  Power  in  Houston,  Texas. 

TESTIMONY  OF  ROBERT  C.  HART 

Mr.  Hart.  Mr.  Chairman,  thank  you  for  the  opportunity  to  tes- 
tify today  about  the  U.S.  Grovemment's  support  for  U.S.  companies 
doing  business  abroad.  Briefly,  we  believe  this  support  is  impor- 
tant, and  we  think  it  has  great  value. 

Coastal  Power  Company  is  the  independent  power  subsidiary  of 
The  Coastal  Corporation,  a  $10  billion  diversified  energy  company 
with  headquarters  in  Houston,  Texas.  I  represented  Coastal  on  the 
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Presidential  missions  to  Pakistan  in  September  1994  and  China  in 
February  1995.  Directly  as  a  result  of  these  trade  missions,  Coastal 
Power  has  placed  one  power  plant  in  operation  in  China  and  is  cur- 
rently constructing  4  more — 3  in  China  and  1  in  Pakistan.  This 
very  pragmatic  experience  leads  us  to  the  obvious  conclusion  that 
highly  visible  Government  support  is  extremely  valuable  in  the 
international  marketplace. 

Let  me  amplify:  a  Cabinet-level  trade  mission  acts  as  a  catalyst 
for  virtually  every  participant  in  the  development  process.  It  en- 
courages both  Government  and  private  actors  in  the  United  States 
and  in  the  host  country  to  focus  on  the  issues  involved  in  the 
projects,  particularly  those  issues  that  require  a  decision.  The  pres- 
ence of  the  Cabinet  officer  of  the  U.S.  Government  virtually  guar- 
antees the  participation  of  officials  of  comparable  status  and  se- 
niority from  the  host  country.  Like  their  counterparts  in  this  coun- 
try, these  officials  do  not  want  to  embarrass  themselves  in  public 
meetings.  They  work  in  advance  of  these  meetings  to  understand 
what  decisions  they  may  be  called  upon  to  make.  None  of  them 
wants  to  be  singled  out  as  delaying  the  process,  generally,  or  in 
any  specific  project  in  particular. 

Further,  as  you  can  see  from  this  panel,  a  trade  mission  involv- 
ing a  Cabinet  officer  generally  attracts  presidents  and  CEO's  of  the 
U.S.  companies  active  in  the  particular  business.  Host  country 
business  people  and  local  government  officials  are  not  unaware  of 
the  importance  of  the  senior  officials,  both  from  the  Government 
and  from  the  companies,  present  at  these  high-level  trade  missions. 
They  want  their  special  projects  to  receive  a  certain  level  of  atten- 
tion. They  need  the  catalytic  effect  of  the  trade  mission  just  as 
much  as  we  do. 

Please  note  that  Coastal  made  the  decision  to  expand  inter- 
nationally independent  of  any  expectation  of  any  U.S.  Government 
support.  We  are  building  and  operating  power  plants  in  several 
countries  where  there  were  no  trade  missions.  We  are  confident 
that,  in  time,  we  would  have  succeeded  in  Pakistan  and  China 
without  these  particular  trade  missions.  However,  the  missions 
clearly  contributed  to  the  success  of  these  particular  projects  at  this 
time,  and  to  Coastal — like  I  suspect  every  other  company  at  this 
table — and  to  the  U.S.  companies  that  are  supplying  equipment 
and  services  to  our  power  plants,  to  the  individuals  and  families 
who  have  jobs  now,  the  timing  of  the  investment  is  very  important. 

Thank  you. 

[The  prepared  statement  of  Robert  C.  Hart  follows:] 

Prepared  Statement  of  Robert  C.  Hart,  President  and  CEO,  Coastal  Power 

Company 

Mr.  Chairman,  thank  you  for  the  opportunity  to  testify  today  about  United  States 
government  support  for  U.S.  companies  doing  business  abroad.  We  beUeve  this  sup- 
port is  very  important  and  has  great  value.  In  many  international  markets,  U.S. 
companies  have  operated  at  a  distinct  competitive  disadvantage  precisely  because 
of  the  very  active  support  foreign  companies  have  traditionally  received  from  their 
governments.  Active  trade  and  investment  support  from  our  government  go  a  long 
way  toward  leveling  the  international  playing  field.  As  a  result,  U.S.  companies  are 
successful  in  making  investments,  U.S.  vendors  are  suppljdng  services  and  equip- 
ment, and  U.S.  workers  are  obtaining  emplojrment. 

Coastal  Power  Company  is  the  independent  power  subsidiary  of  The  Coastal  Cor- 
poration, a  $10  billion  diversified  energy  company  with  headquarters  in  Houston, 
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Texas.  I  represented  Coastal  Power  Company  on  the  Presidential  Trade  Missions  to 
Pakistan  in  September  1994  and  to  China  in  February  1995. 

Partially  as  a  result  of  these  trade  missions,  Coastal  Power  has  placed  one  power 
plant  in  operation  in  China  and  is  currently  constructing  four  more,  three  in  China 
and  one  in  Pakistan.  Other  divisions  of  The  Coastal  Corporation  are  following  the 
power  group  into  these  countries.  This  very  real  experience  leads  us  to  the  obvious 
conclusion  that  highly  visible  government  support  is  extremely  valuable  in  the  inter- 
national marketplace. 

Please  note  that  we  made  the  strategic  decision  to  expand  internationally  inde- 
pendent of  any  expectation  of  U.S.  government  support.  We  are  building  and  operat- 
ing power  plants  in  several  countries  where  there  were  no  trade  missions.  We  are 
confident  that,  in  time,  we  would  have  succeeded  in  Pakistan  and  China  without 
these  particular  trade  missions.  However,  the  missions  clearly  contributed  to  the 
success  of  these  particular  projects  at  this  time.  And  to  Coastal,  to  the  other  U.S. 
companies  that  are  currently  supplying  equipment  and  services  to  our  power  plants, 
and  to  the  individuals  and  families  who  have  jobs  now,  the  timing  of  our  investment 
is  important. 

Pakistan 

Among  the  delegates  to  the  trade  mission  were  representatives  of  the  Habibullah 
group  of  companies.  The  Habibullah  group,  one  of  the  largest  coal  mining  companies 
in  Pakistan,  had  been  working  on  a  coal-fired  power  plant  for  several  years  and  was 
also  developing  a  gas-fired  power  plant  in  Quetta,  the  provincial  capital  of 
Balochistan  province.  At  the  conclusion  of  the  trade  mission.  Coastal  Power  Com- 
pany and  Habibullah  Energy  signed  a  Memorandum  of  Understanding  with  respect 
to  the  eventual  development  of  a  coal  fired  power  plant. 

One  of  the  Coastfd  Power  development  group  vice-presidents  participated  in  the 
Department  of  Energy  follow-up  mission  in  December,  where  further  discussion  of 
a  joint  venture  between  Habibullah  and  Coastal  Power  took  place.  An  agreement 
for  the  joint  development  of  the  Quetta  gas  project,  now  known  as  the  Habibullah 
Coastal  Power  Project,  was  finally  signed  in  Washington  in  April,  1995,  when  the 
Prime  Minister  of  Pakistan  joined  with  the  Departments  of  Energy  and  Commerce 
in  a  further  follow-up  session. 

The  initial  development  agreement  for  the  Habibullah  Coastal  project  has  since 
been  replaced  with  an  integrated  security  package  for  the  power  plant,  including  a 
Power  Sales  Agreement,  a  Gas  Supply  Agreement,  an  Implementation  Agreement, 
and  a  Construction  Contract.  The  Habibullah  Coastal  Power  Project  reached  finan- 
cial closing  in  February  of  this  year,  with  all  conditions  precedent  to  the  funding 
of  the  financing  fully  satisfied  in  early  April.  The  plant,  which  is  based  on  three 
U.S.  manufactured  General  Electric  gas  turbines,  is  now  under  construction  and  is 
expected  to  be  in  operation  by  the  end  of  1997. 

Coastal  Power  has  committed  equity  of  approximately  $40  million  and  has  guar- 
anteed debt  of  approximately  $115  million  for  the  Quetta  project.  During  construc- 
tion, 670  jobs  will  be  created  in  Pakistan  and  in  other  countries;  150  jobs  will  be 
created  in  the  United  States.  Once  the  plant  is  in  operation,  additional  permanent 
jobs  will  be  created  in  Pakistan  and  the  United  States. 

More  important  to  Quetta  and  to  Pakistan,  the  new  power  plant  will  provide  an 
environmentally  clean  source  of  baseload  power  in  an  energy  starved  comer  of 
Balochistan  province,  using  indigenously  produced  natural  gas  to  fire  the  facility. 
This  power  will  not  only  address  the  area's  current  residential  supply  demand  im- 
balance, but  will  also  support  the  cultivation  of  both  food  and  cash  crops  in  this  arid 
region. 

China 

Coastal  had  identified  China  as  a  country  whose  energy  market  was  simply  too 
large  to  ignore.  We  had  hired  a  small  staff  in  Houston  and  one  person  in  Hong 
Kong.  Like  many  other  U.S.  power  companies,  we  were  experiencing  some  difficulty 
in  moving  the  Cfhina  development  program  off  of  a  bureaucratically  imposed  stand- 
still. 

We  met  with  officials  fi-om  Wuxi  City  for  the  first  time  a  few  weeks  before  the 
Department  of  Energy's  scheduled  trade  mission  to  China.  We  were  one  of  four  po- 
tential partners  for  Wuxi  City. 

We  asked  the  Wuxi  City  officials  if  a  signing  of  our  Memorandum  of  Understand- 
ing might  be  organized  to  take  place  as  early  as  February,  when  the  Presidential 
trade  mission  would  be  in  China.  Largely  due  to  the  stimulus  created  by  the  trade 
mission,  multiple  negotiating  sessions  were  compressed  into  one  or  two.  The  crucial 
issues  were  resolved  and  the  Wuxi  City  accord  was  signed  in  fi-ont  of  Secretary 
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O'Leary  and  the  Mayor  of  Shanghai.  Officisils  from  Jiangsu  Province  and  several 
municipalities  were  present  at  the  signing. 

The  Wuxi  City  project  was  under  construction  only  weeks  after  the  ceremony  in 
Shanghai.  This  efficiency  did  not  go  unnoticed  by  Chinese  officials  from  other  cities 
in  Jiangsu  Province.  By  the  end  of  the  first  montii  of  construction,  negotiations  were 
well  underway  for  multi-staged  projects  in  two  other  cities  in  the  province,  all  iden- 
ticsd  to  Wuxi  City.  For  Coastal  Power,  the  Jiangsu  Province  program  is  now  a  320 
MW  program,  generating  620  construction  jobs  in  China,  260  construction  jobs  in 
the  United  States,  260  permanent  jobs  in  China,  and  10  permanent  jobs  in  the  Unit- 
ed States. 

Assistance  Provided  by  U.S.  Trade  Missions 

We  believe  the  Presidential  trade  mission  is  an  extremely  valuable  form  of  gov- 
ernment support  for  U.S.  business.  A  cabinet  level  trade  mission  acts  as  a  catalyst 
for  virtually  every  participant  in  the  development  process.  It  encourages  both  gov- 
ernment and  private  actors  in  the  United  States  and  in  the  host  country  to  focus 
on  the  issues  involved  in  the  projects,  particularly  those  issues  that  need  a  decision. 

The  presence  of  a  cabinet  officer  of  the  United  States  government  virtually  guar- 
antees the  participation  of  officials  of  comparable  status  and  seniority  from  the  host 
countries.  Like  their  counterparts  in  this  country,  these  officials  do  not  want  to  em- 
barrass themselves  in  meetings.  They  work  in  advance  of  the  actual  sessions  to  un- 
derstand what  decisions  they  may  be  called  upon  to  make.  None  of  them  wants  to 
be  singled  out  as  delaying  the  process  in  general  or  any  specific  project  in  particu- 
lar. 

Further,  a  trade  mission  involving  a  cabinet  officer  generally  attracts  Presidents 
and  CEOs  of  the  U.S.  companies  active  in  the  business.  Host  country  business  peo- 
ple and  local  government  officials  are  not  unaware  of  the  importance  of  the  senior 
officials,  both  from  their  countries  and  from  the  United  States,  present  at  high  level 
trade  missions.  They  want  their  special  projects  to  receive  a  certain  level  of  atten- 
tion. They  need  the  cataljrtic  effect  of  the  trade  mission  as  much  as  anyone. 

Value  of  Government  Support  to  Coastal  Power 

As  noted.  Coastal  Power  undertook  an  international  strategy  long  before  hearing 
about  the  first  of  the  Department  of  Energy  trade  missions.  We  were  active  in  Paki- 
stan and  China,  though  with  admittedly  little  progress.  In  the  case  of  China,  we 
had  actually  met  with  the  Wuxi  City  partners. 

The  trade  mission  to  Pakistan  had  a  direct  causal  relationship  with  the 
Habibullah  Coastal  Power  Project.  That  mission  provided  the  venue  and  the  format 
that  facilitated  the  forming  of  the  joint  venture  between  Coastal  Power  and 
Habibullah  Energy.  In  the  eighteen  months  since  the  trade  mission,  both 
Habibullah  and  Coastal  Power  have  often  invoked  the  trade  mission  in  our  efforts 
to  push  various  Pakistani  government  officials  to  make  the  decisions  required  for 
the  project  to  move  forward. 

The  publicity  associated  with  the  trade  mission  to  China  clearly  moved  the  Wuxi 
City  project  forward  several  steps.  More  important,  the  publicity  associated  with  the 
trade  mission  caused  that  first  40  MW  Wuxi  City  project  to  grow  into  the  320  MW 
Jiangsu  Province  program. 

The  trade  missions  were  certainly  not  the  sole  reason  our  investment  programs 
in  Pakistan  and  China  have  moved  forward  successfully.  But  it  is  not  inaccurate  to 
say  that  each  of  three  different  elements — people,  corporate  strength,  and  govern- 
ment support — were  essential. 

Mr.  Barton.  You  finished  in  2  minutes  and  36  seconds.  I  think 
that's  a  record,  not  just  for  this  panel,  but  for  the  entire  Congress. 

Mr.  DiNGELL.  Mr.  Chairman,  we  may  have  missed  something  im- 
portant in  the  speed  of  that  matter. 

Mr.  Barton.  We'll  give  him  time  in  questioning  to  reiterate  what 
he  thinks  is  more  important. 

We'd  now  like  to  hear  from  Mr.  Bakke,  and  I'd  just  like  to  know: 
Did  you  personally  go  on  all  four  of  the  trade  missions? 

Mr.  Bakke.  Two  out  of  four. 

Mr.  Barton.  Two  of  the  four,  and  your  company  was  on  all  four? 
Okay.  Well,  you're  recognized  for  5  minutes. 
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TESTIMONY  OF  DENNIS  W.  BAKKE 

Mr.  Bakke.  Mr.  Chairman,  and  members  of  the  committee,  I  am 
Dennis  Bakke,  the  president  and  CEO  of  The  AES  Corporation, 
and  if  truth  be  known,  I'm  not  at  all  happy  about  being  here  this 
morning. 

As  a  large  personal  and  corporate  taxpayer,  I  believe  the  Sec- 
retarjr's  efforts  on  behalf  of  U.S.  business  were  both  important  and 
of  major  value  to  the  United  States  and  to  us.  I've  been  in  Wash- 
ington, in  and  out  of  government,  for  26  years,  23  of  those  years 
in  the  energy  sector — probably  only  Mr.  Dingell  goes  back  that  far 
amongst  the  group  here  today.  But,  in  all  of  those  years  and  in  all 
of  the  people  that  I've  known  who  have  been  in  the  energy  leader- 
ship. Secretary  O'Leary  is  the  finest  Secretary  of  Energy  we  have 
ever  had,  and  I  commend  the  Secretary  and  her  staff  for  the  in- 
valuable contribution  they  made  to  AES  through  these  trade  mis- 
sions. 

I  think  that  these  missions  played  a  key  role  in  strengthening 
the  understanding  and  bonds  between  the  United  States  and  other 
countries  visited,  and  for  my  company  alone  this  meant  solidifying 
our  position  as  a  credible  player  in  these  markets.  In  each  of  the 
countries  where  we  participated  in  the  trade  missions,  AES  made 
considerable  progress  in  business  ventures.  It  is  because  of  my  per- 
sonal support  and  gratitude  to  the  Secretary  and  her  staff  that  I 
have  agreed  to  appear  here  today. 

Some  of  you  may,  in  fact,  discount  my  testimony  because  of  my 
friendship  and  respect  for  Secretary  O'Leary  and  her  former  mem- 
bership on  the  AES  board,  but  you  should  also  remember  that  I'm 
a  member  of  the  Republican  party  and,  as  such,  was  a  senior  offi- 
cial leading  energy  conservation  efforts  in  the  Federal  Energy  Ad- 
ministration during  the  Nixon  and  Ford  administrations.  And  AES 
probably  is  the  U.S.  firm — electric  firm,  for  sure — ^with  the  largest 
interest,  by  a  considerable  margin,  in  electricity  plant  development 
within  the  combined  countries  for  which  the  Secretary's  travels  are 
under  scrutiny. 

I'm  co-founder  of  AES,  an  Arlington-based  global  electric  power 
supply  company.  The  company  owns,  in  whole  or  in  part,  25  elec- 
tric generating  facilities,  over  6,000  megawatts  in  operation  or  con- 
struction around  the  world.  It  has  more  than  $2.3  billion  in  assets 
and  revenues  that  will  soon  exceed  $1  billion  per  year.  We  employ 
about  12,000  people  around  the  world. 

AES  participated  in  the  trade  missions  to  India,  Pakistan,  China, 
and  South  Africa.  I  personally  attended  the  India  and  Pakistan 
missions,  and  I  want  to  make  this  very  clear:  while  these  missions 
were  not  the  sole  reason  for  new  business  opportunities  for  AES, 
they  did  benefit  us  greatly,  providing  increased  credibility  at  key 
stages  of  negotiations  and  speeding  the  progress  of  our  projects. 
Further,  the  trips  provided  access  to  officials  with  whom  we  had 
not  yet  been  in  contact.  It's  an  impossible  task  to  estimate  the  in- 
creased dollar  value  to  the  United  States  or  to  the  number  of  U.S. 
jobs  potentially  created  by  projects  that  we  pursued  during  the 
DOE  trade  missions. 

The  world  is  much  more  complex  than  can  be  captured  in  a  sim- 
ple set  of  numbers.  I  believe  it  is  incorrect  to  value  these  projects 
solely  or  primarily  in  numerical  terms.  Any  help  and  support  that 
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can  be  provided  by  the  Government  to  U.S.  business  is  extremely 
beneficial,  both  to  the  business  community,  the  citizens  of  these 
other  nations,  and  American  society  at  large.  The  DOE  trade  mis- 
sions are  both  proper  and  prudent  and  are  an  excellent  demonstra- 
tion of  this  kind  of  needed  support. 
[The  prepared  statement  of  Dennis  W.  Bakke  follows:] 

Prepared  Statement  of  Dennis  W.  Bakke,  PREsrosNT  and  CEO,  AES 

Corporation 

Mr.  Chairman,  my  name  is  Dennis  Bakke.  I  am  the  President,  Chief  Executive 
Officer  and  a  director  of  The  AES  Corporation. 

I  am  appearing  here  today  to  testify  about  the  value  of  the  Department  of  Ener- 
gy's trade  missions.  AES  was  able  to  participate  in  four  trips  sponsored  by  the  DOE, 
and  I  personally  attended  two  of  those  trips. 

First,  I  would  like  to  take  this  opportunity  to  commend  Secretary  O'Leary  and  her 
staff  for  the  invaluable  contribution  they  made  to  AES  through  these  trade  mis- 
sions. I  think  that  these  missions  played  a  key  role  in  strengthening  understanding 
and  bonds  between  the  U.S.  and  the  countries  visited.  For  my  company  alone,  this 
meant  solidifying  our  position  as  a  credible  player  in  these  markets.  In  each  of  the 
countries  where  we  participated  in  the  trade  missions,  AES  made  considerable 
progress  in  its  business  ventures.  It  is  because  of  my  personal  support  and  gratitude 
to  the  Secretary  and  her  staff  that  I  have  agreed  to  appear  here  today. 

AES,  based  in  Arlington,  Virginia,  is  a  supplier  of  clean,  reliable,  low  cost  elec- 
tricity and  steam.  Our  principal  business  is  to  develop,  own  and  operate  electric 
generating  facilities  throughout  the  United  States  and  selected  other  countries.  We 
are  one  of  the  largest  independent  power  producers  in  the  world,  and  we  own,  in 
whole  or  in  part,  twenty  five  plants  generating  nearly  6,000  MW  in  operation  or 
construction.  AES  operates  or  cooperates  all  of  these  facilities.  Currently,  these  busi- 
nesses have  more  than  $2.3  billion  in  assets,  our  revenues  exceed  $650  million  per 
year,  and  our  net  income  is  in  excess  of  $100  million.  In  addition,  AES,  directly  and 
jointly  with  our  partners,  employs  about  12,000  people  worldwide.  I  co-foundea  AES 
with  Roger  Sant  in  1981.  Before  that,  I  helped  lead  energy  conservation  efforts  in 
the  Federal  Energy  Administration  during  the  Nixon  and  Ford  administrations,  and 
later  founded  andran  an  energy  research  institute. 

Although  AES  began  as  a  predominantly  US-focused  company,  a  number  of  fac- 
tors have  made  the  development  of  new  generating  capacity  in  the  US  much  more 
difficult.  As  a  result,  AES  has  responded  to  these  developments  by  increasing  our 
focus  internationally  over  the  past  few  years.  We  now  have  offices  in  London,  Hong 
Kong,  Singapore,  Rio  de  Janeiro,  Beijing,  New  Delhi,  Lahore  (Pakistan),  Buenos 
Aires  and  Sao  Paulo,  among  other  cities. 

Before  addressing  issue  of  the  DOE  trade  missions,  I  would  like  to  be  forthright 
about  a  few  items  fliat  might  appear  to  bias  my  testimony.  First,  Secretary  O'Leary 
has  been  and  remains  a  close  personal  friend,  and  is  someone  for  whom  I  have  a 
great  deal  of  respect;  she  was  formerly  a  Board  member  of  AES;  also,  I  am  the  per- 
son who  recommended  her  to  the  President  for  the  job  of  Secretary  of  Energy.  For 
the  record,  I  am  also  a  member  of  the  Republican  party,  and  have  previously 
worked  in  government  service  during  two  different  Republican  administrations.  De- 
spite these  factors,  I  am  here  today  to  give  my  honest  and  fair  testimony  about  my 
view  of  the  value  of  the  DOE  trips. 

AES  participated  in  the  DOE  trade  missions  to  India,  Pakistan,  China  and  South 
Africa.  In  my  view,  the  trade  missions  and  especially  the  presence  of  Secretary 
O'Leary  were  very  important  to  the  success  of  AES  in  these  places.  Let  me  be  clear 
about  one  thing — I  do  not  think  that  the  missions  themselves  resulted  in  any  new 
business  opportunities  for  AES.  However,  the  trade  missions  did  benefit  us  greatly 
by  providing  increased  credibility  to  AES  at  a  key  stage  of  negotiations  and  helped 
stimulate  action  on  the  business  deals.  In  most  of  these  countries,  the  individuals 
with  whom  we  interact  are  themselves  government  employees,  and  our  credibility 
and  profile  was  significantly  enhanced  by  the  presence  of  Secretary  O'Leary.  In  ad- 
dition, it  tjrpically  takes  years  to  develop  a  power  generation  project.  Because  of 
their  size,  tnese  t3rpes  of  business  deals  often  get  bogged  down,  and  the  publicity 
surrounding  the  DOE  trips  provided  a  great  catalyst  to  help  us  achieve  significant 
project  milestones.  There  is  no  question  that  these  trips  increased  our  probability 
of  success  and  speeded  the  progress  of  our  projects  in  each  country.  Also,  in  some 
cases,  the  DOE  trade  missions  provided  AES  with  access  to  officials  with  whom  we 
had  not  yet  been  in  contact. 
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I  would  also  like  to  address  the  DOE's  conduct  towards  us  while  preparing  for 
and  completing  the  trade  missions.  We  were  neither  urged  to  sign  nor  urged  to  an- 
nounce agreements  that  were  signed  during  these  trips.  We  used  the  trips  to  help 
move  agreements  toward  completion.  In  the  case  of  Pakistan,  we  were  aWe  to  use 
the  trip  as  a  catalyst  to  get  the  most  important  agreements  of  one  of  our  projects 
completed  and  signed.  It  is  worth  noting  that  in  China,  while  AES  favored  signing 
a  non-binding  agreement  during  the  trip,  DOE  felt  that  focusing  on  actual  contracts 
held  a  higher  priority  than  pressing  for  nonbinding  agreements  even  though  the 
DOE  knew  that  actual  contracts  would  not  be  signed  during  the  trip. 

Lastly,  I  have  been  asked  to  estimate  the  benefits  to  Qie  US  of  our  projects.  I 
think  that  it  is  impossible  to  say  exactly  how  much  dollar  value  each  of  these 
projects  have  for  the  US,  or  for  AES,  or  how  many  US  jobs  are  created  by  these 
projects.  In  addition  to  being  an  impossible  task  to  sort  out  such  estimates,  I  believe 
that  it  is  also  incorrect  to  value  these  projects  solely  or  even  primarily  in  numerical 
terms.  Our  mission  at  AES  is  to  help  meet  the  world's  need  for  clean,  safe,  reliable 
electricity.  Our  two  Pakistani  projects,  for  instance,  will  allow  us  to  serve  an  esti- 
mated 10  million  people  with  electricity.  Also,  the  success  of  these  projects  will  sig- 
nificantly and  positively  impact  the  financial  strength  of  AES,  which,  in  turn  di- 
rectly benefits  our  more  than  600  AES  people  based  in  the  US,  the  thousands  of 
AES  US  shareholders  and  tens  of  thousands  of  people  affected  by  our  suppliers,  con- 
tractors and  communities.  The  world  of  international  business  is  exceedingly  dy- 
namic and  complex,  and  therefore  the  high  degree  of  emphasis  placed  on  quantifica- 
tion of  numbers  by  this  Committee  and  the  Department  of  Energy  is  at  best  woe- 
fully incomplete  and  more  Ukely  misleading. 

Even  though  quantification  is  of  little  vaJue,  because  of  the  increasing  complexity 
and  interdependence  of  the  world's  economies,  any  help  and  support  that  can  be  pro- 
vided to  US  businesses  as  they  compete  throughout  the  world  is  extremely  helpful 
and  beneficial,  both  to  the  business  community  and  American  society  at  large.  The 
DOE  trade  missions  are  an  excellent  demonstration  of  how  our  government  can  sup- 
port us  in  our  efforts.  I  hope  that  this  undue  emphasis  on  quantifying  the  value  of 
the  trips,  together  with  the  associated  expenses  and  administration,  does  not  inhibit 
our  government  in  the  future  from  continuing  to  support  us  through  mechanisms 
like  the  DOE  trips. 

Mr.  Barton.  Thank  you,  sir. 

We  would  now  welcome  Mr.  Wayne  Rogers,  the  president  of 
Sjoiergics  Energy  Development  in  Annapolis,  Maryland,  for  5  min- 
utes. 

TESTIMONY  OF  WAYNE  L.  ROGERS 

Mr.  Rogers.  Thank  you,  Mr.  Chairman.  I'm  pleased  to  appear 
this  morning  before  the  subcommittee  concerning  the  impacts  of 
the  activities  undertaken  by  the  DOE, 

Foreign  trade  is  an  important  issue  for  our  firm,  and  I  think  it's 
an  important  issue,  collectively,  for  the  future  of  our  country.  The 
activities  undertaken  by  the  Department  of  Energy  have,  in  fact, 
not  only  been  positive,  but  have  been  vital  to  our  success  overseas. 

Synergies  Energy  Development  is  an  independent  power  com- 
pany whose  primary  specialty  is  hydroelectric  power  development. 
In  the  last  16  years  that  Synergies  has  operated  as  a  group,  we 
have  constructed  17  hydroelectric  plants,  and,  of  those,  we  own  and 
operate  hydropower  stations  in  seven  States.  With  the  decreasing 
market  domestically  for  renewable  energy,  we've  focused  our  activi- 
ties overseas.  Indeed,  in  1996  nearly  all  of  our  activities  are  outside 
the  United  States.  We're  pursuing  or  have  obtained  projects  in  Ar- 
gentina, Brazil,  Honduras,  Guatemala,  and  Pakistan. 

I  also  appear  today  before  the  committee  wearing  two  hats.  I 
serve  this  year  as  the  chairman  of  the  U.S.  Export  Council  for  Re- 
newable Energy.  The  Export  Council  represents  the  trade  associa- 
tions for  all  renewable  energy,  including  wind  power,  biomass, 
solar,   geothermal,   energy   efficiency,   and   represents   over    1,800 
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countries.  They  are  all  as  convinced  as  we  are  that  our  future  de- 
pends on  sustainable  development  in  overseas  markets.  Trade  mis- 
sions are  critical  to  the  success  of  export  efforts  of  both  Synergies 
and  ECRE  members.  This  statement  can  clearly  be  illustrated 
through  direct  example,  rather  than  generalization,  and  I'd  like  to 
point  to  our  companjr's  experience  in  Pakistan. 

As  a  thumbnail  background,  Pakistan  is  a  country  about  twice 
the  size  of  California,  second  largest  in  South  Asia,  with  a  popu- 
lation of  about  125  million  people  that  is  likely  to  double  in  the 
next  25  years.  Although  only  40  percent  of  this  country  has  access 
to  electricity,  the  demand  for  that  can't  be  met.  In  1994,  the  gov- 
ernment said  it  had  to  change  the  way  it  was  doing  business  and 
said  private  sector  involvement  and  foreign  investment  was  the 
way  to  go.  Given  that  change  of  heart  by  the  Pakistan  government, 
the  DOE  moved  rapidly  to  organize  a  strategy  to  provide  opportuni- 
ties for  the  U.S.  businesses  in  Pakistan. 

Success  in  foreign  markets  is  really  not  the  result  of  a  single 
company's  visit,  a  memorandum  of  understanding,  a  trade  mission, 
or  along  that  line;  it's  really  a  sound  strategy  followed  by  cumu- 
lative action.  Solely  focusing  on  a  single  trade  mission  may  be  mis- 
leading in  the  context  of  this  hearing. 

As  I  said,  one  of  the  first  actions  of  DOE  was  to  organize  a  Presi- 
dential mission  to  Pakistan  that  was  led  by  Energy  Secretary 
O'Leary.  Prior  to  that  mission.  Synergies  had  been  interested  in 
Pakistan,  and  had  made  a  trip  and  contact  with  Pakistani  busi- 
ness, but,  frankly,  little  tangible  result  resulted.  As  the  trade  mis- 
sion was  organized,  as  it's  been  said  before,  there  was  a  catalyst. 
It  generated  a  lot  of  excitement  in  both  private  companies  in  Paki- 
stan, with  U.S.  companies,  at  the  government  level — ^both  U.S. 
Government  and  Pakistani  government — and  there  was  a  lot  of 
preparation  work  and  everything  before  this.  As  a  result,  we  signed 
a  memorandum  of  understanding  with  the  Pakistan  government 
for  three  small  hydropower  facilities  with  a  projected  value  of  $150 
million. 

Now  recognizing  that  business  could  not  be  conducted  in  a  single 
mission,  in  December  1994  Deputy  Secretary  Bill  White  had  a  fol- 
low-up mission  in  which  Synergies  participated  also.  The  result 
was  that  Synergies  executed  an  MOU  with  the  government  for  an 
additional  project  with  a  capital  cost  of  $230  million.  Three  months 
later.  Prime  Minister  Benazir  Bhutto  visited  the  United  States,  as 
you  may  remember,  and  the  Secretary  took  that  opportunity  to  fol- 
low up  on  the  two  previous  missions  and  organized  a  financing  con- 
ference and  a  summit  among  the  top  industry  leaders  and  the 
Pakistan  government  to  see  what  obstacles  to  these  projects  that 
we  had  pursued  on  the  missions,  remained,  and  what  was  needed 
to  go  forward.  It  was  found,  in  our  ease,  that  lack  of  a  hydropower 
policy  was  an  obstacle.  The  Secretary  obtained  a  commitment  from 
the  Pakistan  government  that  they  would  shortly  issue  a  policy, 
which  1  month  later  the  Pakistan  government,  in  fact,  did.  In  De- 
cember, as  a  result  of  that  policy.  Synergies  was  awarded  a  500- 
megawatt,  $750  million  hydroelectric  project  in  Pakistan,  the  first 
one  probably  issued  under  the  new  policy  and  one  of  the  largest  hy- 
droelectric projects  to  be  undertaken  on  a  private  basis  worldwide. 
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Where  are  we  today?  As  I've  said  before,  we've  pursued  and  ob- 
tained these  3  project  groups;  2  of  these  projects  are  going  forward. 
Over  $1.5  million  has  been  expended  toward  U.S.  goods  and  serv- 
ices to  date.  It's  my  opinion  that,  when  we  combine  our  work  with 
that  of  what  DOE  has  done,  we'll  generate  in  our  company  alone 
a  minimum  of  $350  million  in  U.S  goods  and  services.  I  believe 
that's  a  great  return  for  the  U.S.  economy. 

It's  difficult  to  quantify  the  exact  number  of  jobs  that  have  been 
created,  but  these  jobs  are  significant  and  they're  the  high-paying 
kind  and  the  ones  that  are  in  manufacturing,  engineering,  finance, 
law,  and  construction.  Jobs  have  been  created  today  in  managing 
and  designing  these  projects.  In  my  view,  we're  on  the  right  path 
of  Government  working  with  industry  to  help  it,  instead  of  simply 
to  regulate  it. 

Mr.  Barton.  You're  at  the  five-and-a-half  minute  mark  right 
now. 

Mr.  Rogers.  I  just  close  by  posing  two  questions  and  the  an- 
swers. Did  DOE  cause  this  to  happen  on  their  own?  The  answer 
is,  certainly  not.  Would  this  have  happened  without  the  trade  mis- 
sions and  ongoing  DOE  sector  support?  Our  success,  certainly  not. 
The  basis  of  synergy  is  that  the  action  of  two  people  working  to- 
gether achieves  an  effect  of  which  each,  individually,  would  be  in- 
capable. We  fully  support  the  Secretary's  efforts  and  think  the  Gov- 
ernment should  continue  these  types  of  activities. 

Thank  you. 

[The  prepared  statement  of  Wayne  L.  Rogers  follows:] 

Prepared  Statement  of  Wayne  L.  Rogers,  President,  Synergies  Energy 

Development,  Inc. 

I  am  pleased  to  respond  to  your  invitation  to  appear  before  the  Subcommittee 
today  to  provide  information  concerning  the  impact  of  activities  undertaken  by  the 
Department  of  Energy  in  support  of  foreign  trade.  Foreign  trade  is  an  important 
issue  for  our  firm  and  our  country  for  it  is  my  behef  that  our  future  depends  upon 
it.  The  activities  undertaken  by  the  Department  of  Energy  have  not  only  been  posi- 
tive, they  have  been  vital  to  the  success  of  our  efforts. 

Synergies  Energy  Development,  Inc.  is  an  independent  power  company 
headquartered  in  Annapolis,  Maryland.  The  firm's  primary  specialty  is  in  the  devel- 
opment of  hydroelectric  power  plants.  In  the  last  16  years  that  Synergies  and  its 
affiliates  have  been  operating  the  group  has  built  17  plants  and  owns  and  operates 
hydropower  stations  in  7  states.  With  the  decreasing  market  for  renewable  energy 
domestically,  the  firm  in  the  last  five  years  has  increased  its  emphasis  on  foreign 
markets.  Indeed,  in  1996  nearly  all  of  Synergies'  business  development  efforts  are 
focused  overseas.  We  are  pursuing  or  have  obtained  projects  in  Argentina,  Brazil, 
Honduras,  Guatemala  and  Pakistan. 

I  also  appear  here  today  wearing  two  hats.  I  serve  this  year  as  the  Chairman  of 
the  Board  of  the  U.S.  Export  Council  for  Renewable  Energy  ("ECRE").  The  Export 
Council  is  composed  of  all  of  the  trade  associations  in  the  renewable  energy  industry 
(Hydropower,  Wind,  Geothermal,  Biomass,  Solar,  Energy  EflEiciency)  and  represents 
over  1,800  companies.  These  companies  are  as  convinced  as  we  are  that  the  future 
lies  in  sustainaole  development  and  the  export  of  our  renewable  technology,  goods 
and  services. 

Trade  missions  are  critical  to  the  success  of  export  efforts  of  both  Synergies  and 
ECRE  members.  This  statement  can  be  clearly  illustrated  through  direct  example 
rather  than  generalization 

SYNERGICS'  experience  in  PAKISTAN 

Pakistan  is  the  second  largest  country  in  South  Asia,  with  an  area  about  twice 
the  size  of  California.  Population  is  about  125  million  and  anticipated  to  double  in 
20-25  years.  With  about  a  6%  annual  growth  rate  in  the  economy  the  government 
has  dedicated  itself  to  a  continuing  program  of  privatization,  deregulation  and  eco- 
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nomic  reform.  The  country,  however,  has  energy  shortages  and  one  of  the  keys  to 
the  economic  engine  of  the  economy  is  development  of  the  power  sector. 

Pakistan  cannot  currently  meet  its  electric  requirements  although  only  40%  of  the 
population  is  connected  to  the  electric  grid.  Nearly  10,000  MW  of  new  power  capac- 
ity will  be  needed  in  the  next  10  years  requiring  over  $10  billion  in  investment. 
With  energy  being  such  a  high  priority  a  task  force  on  energy  was  created.  It's  focus 
was  to  move  quickly  to  formulate  solutions  to  the  energy  problems. 

Private  sector  participation  and  foreign  investment  are  seen  as  key  components 
to  the  energy  policy  announced  in  1994.  Hydropower  currently  accounts  for  about 
40%  of  Pakistan's  electricity.  New  hydropower  development  will  be  undertaken  by 
the  private  sector. 

Given  this  opportunity  the  U.S.  Department  of  Energy  took  the  initiative  to  inves- 
tigate and  facilitate  the  opportunity  in  the  Pakistan  power  sector  for  U.S.  industry. 

Success  in  foreign  markets  is  not  the  result  of  a  single  action,  whether  a  visit  by 
a  company,  a  memorandum  of  understanding  or  a  trade  mission.  It  is  the  result  of 
a  sound  strategy  reinforced  by  cumulative  action. 

One  of  the  first  actions  by  DOE  was  to  organize  a  Presidential  mission  to  Paki- 
stan led  by  Energy  Secretary  O'Leary. 

THE  SEPTEMBER,  1994  PAKISTAN  TRADE  MISSION 

Prior  to  the  September,  1994  Trade  Mission  Synergies'  involvement  in  Pakistan 
had  included  presentations  to  the  Ministry  of  Water  &  Power  and  government  of 
Pakistan  concerning  private  hydropower  development  in  1992,  in  country  trip  and 
correspondence  with  potential  Palastani  businesses  with  little  tangible  result.  As 
the  Trade  Mission  was  organized  and  publicized  an  excitement  and  sense  of  purpose 
developed  on  both  sides  and  on  government  and  private  levels.  Deals  were  presented 
and  reviewed  in  with  the  target  of  reaching  an  understanding  by  the  completion  of 
the  Mission.  The  catalyst  of  the  Mission  itself  energized  both  government  and  the 
private  sector  in  a  cooperative  fashion. 

Synergies  signed  a  Memorandum  of  Understanding  with  the  Pakistan  Govern- 
ment for  the  development  of  three  small  hydropower  facilities  totaling  75  MW  and 
a  projected  value  of  $150  million. 

THE  FOLLOW-UP  MISSION,  DECEMBER,  1994 

Recognizing  that  business  is  not  done  in  a  single  mission  or  meeting,  the  DOE 
organized  a  follow-up  mission  in  December,  1994,  led  by  Deputy  Energy  Secretary 
Bill  White.  S)Tiergics  participated  in  this  Mission.  The  result:  S5Tiergics  executed  a 
Memorandum  of  Understanding  with  the  Government  of  Pakistan  for  the  develop- 
ment of  the  100  MW  Kotli  hydropower  facility  with  a  projected  capital  cost  of  $230 
million. 

THE  APRIL  FINANCING  CONFERENCE 

To  coincide  with  the  visit  of  Pakistani  Prime  Minister  Bhutto  to  the  United  States 
in  April,  1995,  the  DOE  organized  a  financing  summit  meeting  with  high  level  Paki- 
stani officials  and  U.S.  industry  in  order  to  see  what  obstacles  to  financing  and 
project  completion  existed.  It  was  apparent  in  that  meeting  that  the  lack  of  a  clearly 
articulated  hydropower  policy  by  the  government  of  Pakistan  was  limiting  comple- 
tion of  the  Synergies'  projects.  Secretary  O'Leary  obtained  a  commitment  from  the 
Pakistan  government  that  a  hydropower  policy  would  be  issued  shortly.  In  May, 
1995,  the  Government  of  Pakistan  issued  a  hydropower  policy. 

THE  KOHALA  HYDROPOWER  PROJECT 

In  December,  1995  synergies  was  awarded  the  500  MW,  $750  million  Kohala  Hy- 
dropower Project.  This  project  was  one  of  the  first  awarded  under  the  new  hydro- 
power  policy  and  represents  one  of  the  largest  private  hydropower  awards  world- 
wide, ^mergies  believes  its  knowledge  level  and  positioning  to  achieve  this  project 
was  directly  as  a  result  of  the  series  of  actions  by  DOE  designed  to  allow  U.S.  indus- 
try capabilities  to  be  showcased. 

THE  HYDROPOWER  POLICY  COMMENTS 

As  a  result  of  the  studies  undertaken  in  support  of  the  three  projects  previously 
discussed  it  was  found  that  there  were  deficiencies  in  the  design  of  the  hydropower 
policy.  These  were  brought  to  the  attention  of  the  DOE  who  convened  an  industry 
wide  meeting  to  provide  U.S.  industry  comments  on  the  policy.  These  comments 
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were  organized  bv  the  U.S.  National  Hydropower  Association  and  presented  to  Sec- 
retary O'Leary  who  forwarded  them  directly  to  the  Prime  Minister  of  Pakistan. 

WHERE  ARE  WE  TODAY? 

S5mergics  actively  pursued  and  obtained  three  project  groups.  The  first  of  these 
from  the  initial  trade  mission  involved  the  development  of  low  head  projects  on  irri- 
gation canals.  Due  to  the  ultimate  availability  of  water  governed  by  agriculture  and 
the  high  cost  of  the  projects  compared  with  the  tariff  rates  outlined  in  the  hydro- 
power  policy  this  group  was  dropped. 

The  Kotli  project  has  its  engineering  underway,  however,  initial  results  show  that 
improvements  in  the  tariff  structure  outlined  in  the  hydropower  policy  will  be  re- 
quired in  order  for  the  project  to  be  completed.  Specific  suggestions  and  improve- 
ments were  included  in  the  comments  forwarded  by  Secretary  O'Leary  to  the  Gov- 
ernment of  Pakistan  and  a  response  is  forthcoming.  Anticipated  U.S.  goods  and 
services  are  in  excess  of  $100  million. 

The  Kohala  project  has  its  engineering  work  underway  and  initial  results  show 
the  project  is  very  favorable  for  completion.  Over  $1.5  million  has  been  invested  and 
the  schedule  for  completion  is  being  accelerated.  It  is  anticipated  that  this  project 
will  result  in  over  $250  million  in  U.S.  goods  and  services  and  a  total  investment 
of  $750  million. 

THE  BOX  SCORE 

From  where  we  at  Synergies  sit  it  is  our  opinion  that  the  work  of  the  Secretary, 
when  combined  with  our  work  will  generate  a  minimum  of  $350  million  in  U.S. 
goods  and  services.  That's  a  great  return  for  the  U.S.  economy.  It  is  diflBcult  to 
quantify  the  exact  number  of  jobs  created  but  they  are  significant  and  the  high  pay- 
ing ones  in  the  areas  of  manufacturing,  engineering,  finance,  law  and  construction. 
Jobs  have  already  been  created  today  managing  and  designing  these  projects.  My 
view  is  we  are  on  the  right  path  of  government  working  with  industry,  to  help  it, 
instead  of  regulate  it.  It  is  a  win-win  for  all  and  should  be  continued  and  expanded. 
The  concept  of  utilizing  sector  experts  for  trade  promotion  (i.e.  an  Energy  Secretary 
to  promote  energy  investment)  is  a  wise  one.  Did  DOE  cause  this  to  happen  on  its 
own?  Certainly  not.  Would  this  have  happened  without  the  trade  missions  and  ongo- 
ing DOE  sector  support?  Again,  Certainly  not.  The  basis  of  synergy  is  that  the  ac- 
tion of  two  or  more  working  together  achieves  an  effect  of  which  each  individually 
is  incapable. 

Thank  you  for  this  opportunity  to  appear  and  present  my  views  to  you  today. 

Mr.  Barton.  Thank  you,  Mr.  Rogers. 

We  would  now  like  to  hear  from  Mr.  Little,  who  is  president  of 
Spire  Corporation  in  Bedford,  Massachusetts. 

STATEMENT  OF  ROGER  G.  LITTLE 

Mr.  Little.  Spire  is  the  world's  leader  in  producing  equipment 
to  produce  photovoltsiic  modules.  This  is  a  solar  cell;  sunlight 
shines  on  it  and  it  makes  electricity,  and  we  make  the  equipment 
that  makes  these  devices  that  assembles  the  modules. 

The  market  for  these  photovoltaic  modules  is  principally  in  the 
developing  world  where  they  don't  have  wires  for  electricity,  so  I 
was  especially  interested  in  participating  in  these  trade  missions. 
I  went  to  India,  China,  and  South  Africa.  I  gained  credibility  by 
going  with  the  Secretary  of  Energy,  and  I  was  also  able  to  meet 
with  a  number  of  potential  customers,  existing  customers,  and  so 
forth.  As  a  result  of  the  trip,  I  actually  did  complete  sales  in  India 
with  new  customers.  When  I  was  there,  I  did  announce  a  deal  that 
had  been  done  beforehand  while  I  was  with  the  Secretary  in  India. 

In  China  it  was  different.  China  is  a  planned  economy;  India  is 
very  entrepreneurial.  You  can  deal  with  individual  businessmen  in 
India;  in  China  you  need  to  get  into  the  5-year  plan.  By  going  with 
the  Secretary,  I  was  able  to  participate  in  a  small  group  at  the 
state  planning  commission  level  and  actually  get  in  the  5-year 
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plans  of  China  the  need  to  buy  products  that  I  sell.  That  was  very 
valuable. 

In  South  Africa,  I  opened  a  factory  with  the  Secretary.  This  fac- 
tory had  been  prepared  ahead  of  time.  It's  a  factory  that  produces 
modules;  it  is  currently  very  successful.  It's  making  photovoltaic 
modules  for  school  systems  throughout  black  Africa. 

During  the  course  of  the  trips  that  I  went  on,  I  would  say  that 
I  found  them  all  very  helpful  in  the  development  of  my  business, 
and  in  some  specific  instances  actual  sales  occurred  then  and  later. 
When  I  put  a  factory  in,  it  requires  materials  £ind  supplies,  and  so 
there  are  continuing  sales  and  continuing  jobs  created  back  in  the 
United  States.  I  would  say  in  all  the  missions  I  was  proud  to  be 
associated  with  the  mission  and  certainly  proud  of  Secretary 
O'Leary.  She  represented  the  country  extremely  well,  in  my  esti- 
mation. 

Thank  you  very  much. 

[The  prepared  statement  of  Roger  G.  Little  follows:] 

Prepared  Statement  of  Roger  G.  Little,  President,  Spire  Corporation 

Mr.  Chairman,  ladies  and  gentlemen,  thank  you  for  the  opportunity  to  testify  be- 
fore this  Subcommittee  on  Spire  Corporation's  participation  in  the  Department  of 
Energy  trade  missions.  I  would  like  to  begin  my  testimony  with  a  brief  description 
of  Spire  Corporation  and  its  activities  related  to  solar  photovoltaic  manufacturing 
equipment.  I  will  then  discuss  the  value  to  Spire  of  the  three  Department  of  Energy 
trade  missions  in  which  we  participated:  India,  China,  and  South  Africa. 

Spire  Corporation  Background 

Spire  Corporation  is  a  small  business  located  in  Bedford,  Massachusetts.  Spire  is 
the  world's  leading  supplier  of  manufacturing  and  testing  equipment  used  in  the 
production  of  photovoltaic  modules.  Photovoltaics,  or  PV,  refers  to  the  direct  conver- 
sion of  sunlight  into  electricity.  Spire  production  lines  and  equipment  have  been 
shipped  to  more  than  110  facilities  in  35  countries.  Virtually  every  major  photo- 
voltaic manufacturer  in  the  world  uses  some  Spire  equipment. 

Photovoltaic  modules  are  used  to  provide  a  clean,  reliable  source  of  electricity  in 
areas  where  power  lines  do  not  exist  and  are  uneconomical  or  impractical  to  run. 
Remote  power  needs  for  telecommunications,  rural  electrification,  health  care,  tour- 
ism, and  agriculture  are  driving  solar  photovoltaic  markets.  The  largest  markets  for 
PV  are  in  the  developing  world  where  almost  two  billion  people  do  not  have  access 
to  reliable  electricity.  It  is  well  known  that  there  is  a  direct,  positive  relationship 
between  access  to  energy  and  social  concerns  such  as  literacy,  infant  mortality,  and 
economic  development.  The  market  for  local  production  lines  and  manufacturing 
equipment  has  mirrored  the  growth  of  PV  module  markets  as  nations  around  the 
world  seek  economic  and  environmentally  sustainable  solutions  to  their  energy 
needs. 

Spire  Corporation's  mission  in  photovoltaics  is  to  maintain  its  world  leadership 
position  by  providing  the  highest  quality,  most  reliable  PV  manufacturing  equip- 
ment. To  this  end.  Spire  Corporation  has,  and  continues  to  actively  pursue  new  op- 
fiortunities  in  the  developing  world.  The  Department  of  Energy  trade  missions  to 
ndia,  China,  and  South  Africa  provided  a  direct  benefit  to  Spire  Corporation  by 
raising  the  visibility  of  Spire  Corporation  and  its  products  and  services.  They  also 
facilitated  the  signing  of  several  Memoranda  of  Understanding  with  existing  and 
new  customers.  In  some  cases,  these  missions  lead  to  direct  sales.  In  general,  fused 
my  participation  in  the  trade  missions  as  a  means  of  encouraging  new  customers 
to  come  to  certain  agreements  with  Spire  and  to  identify  new  customers.  Signing 
ceremonies  associated  with  the  DOE  provided  significant  assistance  in  this  regard. 

Spire  Corporation  estimates  the  total  PV  business  sales  due  to  our  association 
with  the  Department  of  Energy's  trade  missions  has  been  about  $3,500,000  to  date, 
with  potential  sales  being  more  than  $10,000,000.  Secretary  O'Leary  and  the  De- 

Eartment  of  Energy  successfully  helped  Spire  establish  footholds  in  very  large  mar- 
ets.  Although  photovoltaic  technology  has  proven  itself  in  hundreds  of  thousands 
of  applications  around  the  world,  many  potential  customers  are  not  familiar  with 
the  technology.  Secretary  O'Leaiys  high-profile  participation  in  Spire's  business  ac- 
tivities helped  create  confidence  in  the  products  and  services  offered  by  Spire.  I  was 
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proud  to  be  an  American  and  proud  of  Secretary  O'Leary  whenever  I  was  associated 
with  her  on  these  missions.  Details  of  Spire's  activities  during  the  trade  missions 
in  which  I  participated  are  discussed  below. 

India 

I  traveled  with  the  Secretary  to  India  from  July  7-15,  1994.  It  was  my  intention 
to  use  my  participation  in  the  mission  to  take  advantage  of  the  rapid  growth  in 
photovoltaics  in  India  which  is  driven  by  their  commitment  to  provide  nationwide 
communications.  These  expanding  PV  markets,  combined  with  India's  ciurently 
strong  entrepreneurial  spirit,  have  lead  to  a  growing  interest  in  local  PV  manufac- 
turing. On  this  trip,  I  was  able  to  sign  two  Memoranda  of  Understanding  for  the 
purchase  of  solar  cell  and  module  production  lines  with  potential  sales  of  approxi- 
mately $5  million.  Additionally,  Spire  was  able  to  announce  the  sale  of  a  solar  cell 
production  line  with  a  value  in  excess  of  $1  million. 

Spire  leveraged  its  participation  in  the  trade  mission  to  meet  potential  customers 
for  our  products  and  services.  I  met  with  more  than  a  dozen  serious  businessmen 
and  women  interested  in  establishing  PV  production  lines.  Spire  provided 
quotations  with  a  value  of  more  than  $13  million  to  potential  Indian  customers 
whom  I  contacted  first  during  the  mission.  Since  the  trade  mission,  Spire  has 
shipped,  or  received  orders  irova.  India  for  approximately  $2.4  million  worth  of  man- 
ufacturing and  testing  equipment. 

China 

I  traveled  with  the  Secretary  to  China  from  February  18-25,  1995.  China  rep- 
resents one  of  the  largest  long-term  markets  for  Spire  Corporation.  Energy  suppUes 
are  inadequate  to  meet  the  needs  of  an  ever  growing  population.  In  China  too,  tele- 
communications is  a  primary  market  driver.  Although  their  PV  output  is  limited  at 
the  present  time,  Cmna  is  pursuing  a  policy  of  increased  production,  in  part  due 
to  the  influence  of  the  Secretary's  trade  mission. 

Conducting  business  in  an  open,  entrepreneurial  environment  like  India  and  in 
the  context  of  a  planned  economy  in  China  are  two  very  different  matters.  It  is  our 
strategy  to  establish  long-term  relationships  with  our  client  base  in  China  and  work 
with  them  to  realize  their  goals  for  PV  manufacturing.  In  order  to  obtain  resources, 
however,  these  goals  must  be  part  of  China's  Five  Year  Plan. 

Because  of  the  visibility  afforded  Spire  by  our  association  with  the  Secretary's 
mission,  we  were  invited  to  be  an  active  participant  in  high-level  poUcy  discussions 
with  the  State  Planning  Commission  and  the  State  Economic  and  Trade  Commis- 
sion to  provide  input  to  China's  Five  Year  Plan.  This  access  allowed  Spire  to  have 
a  direct  bearing  on  the  1996-2001  Five  Year  Plan,  which  now  commits  China  to  in- 
creasing its  PV  manufacturing  capacity  over  the  next  few  years. 

During  the  mission,  I  signed  Memoranda  of  Understanding  with  two  leading  pho- 
tovoltaic customer  groups  for  cooperative  programs  to  improve  the  Peoples  Republic 
of  China's  manufacturing  productivity  and  product  quality  and  to  establish  new  fa- 
cilities. The  sales  potential  to  Spire  is  in  excess  of  $10  million,  but  is  not  expected 
to  be  realized  for  another  year. 

The  value  of  having  these  signings  take  place  in  the  context  of  the  trade  mission 
cannot  be  overstated.  The  Secretary's  presence  raised  the  level  of  confidence  in  the 
project  of  all  parties  involved.  When  these  projects  reach  the  implementation  stage, 
they  will  have  been  a  result  of  collaboration  between  Chinese  and  U.S.  government 
and  industry. 

In  October  of  1995,  Spire  hosted  a  visit  by  one  of  these  Chinese  groups  to  our 
headquarters  in  Bedford,  Massachusetts.  We  signed  another  MOU  with  them  which 
further  solidifies  our  relationship  and  outlines  specific  "next  steps"  for  development 
of  the  project. 

South  Africa 

I  did  not  travel  with  the  Secretary  to  South  Africa  but  met  up  with  her  and  the 
delegation  there  in  August  of  1995.  My  purpose  in  traveling  to  South  Afiica  was 
to  participate  in  the  demcation  ceremonies  of  a  PV  manufacturing  facility  that  Spire 
helped  establish,  Suncorp  Manufacturing. 

Spire  joined  with  Renaissance,  a  South  African  black  empowerment  and  invest- 
ment company  and  a  South  African  manufacturing  company,  to  form  a  black,  tech- 
nology-based firm  to  operate  a  module  manufacturing  facility.  A  joint  venture  was 
formed  between  a  number  of  partners.  Spire  provided  the  module  manufacturing 
equipment,  training,  and  technology  transfer,  as  well  as  materials  and  components 
for  demonstration  modules  and  Pv-powered  systems.  It  is  estimated  that  the  estab- 
lishment of  Suncorp  Manufacturing  created  more  than  50  jobs  in  South  Africa  and 
20  jobs  in  the  United  States.  This  partnership  is  a  good  example  of  the  type  of  coop- 
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erative  efforts  that  are  needed  to  support  the  sustainable  development  goals  in 
South  Africa. 

At  the  end  of  April  1996,  Suncorp  was  producing  at  a  rate  of  more  than  80  mod- 
ules per  week,  equivalent  to  more  than  200  kw/yr.  The  factory  produced  its  1000th 
module  (a  cumulative  production  of  50kW)  in  April,  and  is  scheduled  to  produce  its 
2000th  module  (lOOkw)  in  June  1996.  Suncorp  has  recently  received  an  order  to 
electrify  100  black  schools  in  South  AMca,  absorbing  all  of  its  capacity  for  the  next 
several  months. 

Secretary  O'Leary  officiated  at  the  opening  ceremonies  for  Suncorp  Manufactur- 
ing. Her  participation  drew  tremendous  attention  from  both  inside  and  outside  of 
South  Africa.  The  event  was  reported  by  the  media  in  both  South  Africa  and  the 
United  States.  The  publicity  created  by  the  participation  of  Secretary  O'Leary  has 
opened  up  new  opportunities  for  Spire  in  southern  Africa  and  other  regions. 

Conclusion 

Spire  Corporation  participated  in  Secretary  O'Leaiys  trade  missions  to  India, 
China,  and  South  AMca.  I  found  that  my  participation  in  the  mission  created  real 
and  potential  business  value  for  my  company.  We  were  able  to  conduct  business  in 
a  forum  that  would  not  have  been  possible  without  the  Secretar/s  participation.  We 
estimate  that  the  value  to  the  company  due  to  our  participation  in  the  Department 
of  Energy  trade  missions  to  be  approximately  $3,500,000  in  actual  sales  to  date  and 
more  than  $10,000,000  in  potential  sales. 

Mr.  Barton.  Thank  you,  Mr.  Little. 

Certainly  last,  but  not  least,  we  have  Mr.  Kenneth  Karas,  who 
is  president  and  CEO  of  the  Zond  Corporation  in — Tehachapi,  Cali- 
fornia? 

Mr.  Karas.  Tehachapi. 

Mr.  Barton.  Tehachapi — I  was  close.  Tehachapi,  California. 

Is  that  in  your  District? 

Ms.  ESHOO.  No  it's  not,  Mr.  Chairman,  but  we  can  always  tell 
when  someone  isn't  from  California. 

Mr.  Barton.  Especially  if  they're  from  Texas. 

Ms.  ESHOO.  Do  you  know  to  pronounce  "L-A-J-0-L-L-A"? 

Mr.  Barton.  I  wouldn't  even  attempt  to. 

You're  recognized  for  5  minutes. 

TESTIMONY  OF  KENNETH  C.  KARAS 

Mr.  Karas.  Well,  good  morning,  Mr.  Chairman,  and  members  of 
the  subcommittee.  Thank  you  for  allowing  me  to  be  here  today. 

I  am  president  and  CEO  of  Zond  Corporation.  Zond  employs  200 
people  in  Tehachapi,  California.  We  manufacture  wind  turbines, 
and  we  develop,  own,  and  operate  wind  power  generating  plants  in 
the  United  States  and  around  the  world.  We're  currently  working 
on  projects  in  Europe,  Latin  America,  and  Asia. 

Being  last,  I  think  just  about  everything's  been  said,  but  I  guess 
I'd  like  to  just  highlight  a  few  of  the  points  that  I  think  are  particu- 
larly important.  I  guess  the  first  one  is  that,  as  has  been  said,  the 
Energy  Policy  Act  of  1992  does,  in  our  view,  mandate  the  Secretary 
of  Energy  to  promote  U.S.  energy  efficiency  and  renewables  prod- 
ucts in  foreign  markets,  and  we  certainly  think  that  the  Secretary's 
trade  missions  have  fulfilled  this  congressional  mandate. 

The  second  point  I'd  like  to  make  is  I  think  there's  a  significant 
defensive  value  of  these  missions.  We've  heard  about  how  fierce 
international  competition  is.  Our  foreign  competitors  have  well-de- 
fined and  financed  trade  programs  designed  to  sell  their  industries' 
products.  Some  information  that  we  got  from  the  CIA — I  suppose 
it's  unclassified — is  that  from  1993  to  the  present,  50  trade  mis- 
sions have  been  sponsored  to  China,  India,  Pakistan,  and  South  Af- 
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rica  by  Canada,  France,  Grermany,  and  Great  Britain.  The  delega- 
tions for  these  missions  had  up  to  400  members,  and  they  were  led 
by  heads-of-state  as  well  as  senior  ministry  officials. 

It's  also  worth  noting,  I  think,  that  President  Bush  led  one  of 
these  missions  to  Japan  on  behalf  of  the  U.S.  auto  industry,  and 
I  think  the  fruits  of  that  are  just  being  borne  at  this  time.  Our  for- 
eign competitors  are  out  there;  their  governments  are  supporting 
them,  and  we  need  our  Government  to  support  us. 

I  think  there's  a  misperception  that  the  trade  mission  itself  final- 
izes desds;  I  think  most  of  my  colleagues  have  touched  on  this  point 
today.  They  don't  finalize  deals.  They  raise  the  level  of  conscious- 
ness about  our  products  and  our  industries  abroad;  they  help  us  es- 
tablish contacts;  they  advance  the  ball;  they  help  establish  policies 
that  promote  our  goods  in  these  foreign  countries.  Essentially,  they 
are  catalysts  to  advance  the  deals. 

We  think  that  the  trade  mission  had  a  beneficial  impact  on  our 
specific  projects.  This  year  we  will  deliver  $12  million  of  our  tur- 
bines to  China;  next  year  we  will  we  do  $15  million.  While  we  can't 
say  that  the  DOE  absolutely  is  the  cause  of  this,  I  think  they  did 
play  not  only  a  role  in  the  trade  mission,  but  an  ongoing  role  after 
that.  They  coordinated  the  U.S.  embassy,  Eximbank,  and  other 
agencies  of  the  Federal  Government,  and  were  very  supportive  in 
following  up  with  the  ministry  of  electric  power  and  the  State  plan- 
ning commission  there  which  has  to  approve  any  deals  that  get  do 
get  done  in  China. 

Those  $27  million  worth  of  turbines  will  create  tax  revenues  to 
the  U.S.  Federal  Government  that  will  far  exceed  the  $3.4  million 
or  whatever  it  is  that  the  Department  of  Energy  spent  on  these 
trade  missions.  And  my  guess  is,  if  you  add  up  the  tax  revenues 
from  the  group  at  this  table  alone,  it  would  represent  a  pretty  good 
return  on  investment — I'm  not  sure  it's  1,000  times,  but  I  think  it's 
relatively  significant. 

One  quick  comment  about  the  Secretarjr's  staff:  I  know  that 
they've  been  criticized,  at  least  in  the  press — I  don't  know  if  by  this 
committee,  but  certainly  in  the  press — about  how  many  people 
went.  I  just  can't  comment  enough  about  how  hard  those  people 
worked.  I  think  we  have  a  pretty  good  staff,  but  I'm  not  sure  that 
they  work  as  hard  as  these  guys  worked.  I'm  not  sure  these  folks 
averaged  3  to  4  hours  sleep  for  weeks  on  end.  I  thought  they  did 
a  great  job  and  deserve  to  be  recognized  for  that. 

Finally,  I  suppose  this  committee,  obviously,  has  to  do  what  it 
thinks  is  right,  but  I  think  there  are  significant  problems  in  our 
Nation  and  in  our  economy  that  probably  exceed  the  perceived 
problems  of  this  trade  mission.  I  know  every  little  bit  counts,  but 
I  know  I've  spent  about  half  as  much  time  just  on  the  congressional 
investigation  here  as  I  spent  on  the  trade  mission.  I'm  not  entirely 
sure  that,  at  the  end  of  the  day,  that's  a  good  use  of  anybody's 
time. 

In  conclusion,  it  is  my  opinion  that  the  missions  were  valuable 
and,  frankly,  it's  my  hope  that  the  Secretary  of  Energy  will  not 
back  away  from  supporting  U.S.  business  interests  as  a  result  of 
these  investigations,  but  that  she'll  continue  helping  us  American 
companies  in  selling  American  products  and  creating  American 
jobs. 
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Thank  you. 

[The  prepared  statement  of  Kenneth  C.  Karas  follows:] 

Prepared  Statement  of  Kenneth  C.  Karas,  President  and  CEO,  Zond 

Corporation 

introduction 

Mr.  Chairman,  my  name  is  Ken  Karas  and  I  am  President  and  Chief  Executive 
Officer  of  Zond  Corporation  of  Tehachapi,  California.  Zond  is  a  pioneer  and  world 
leader  in  the  commercial  generation  of  electricity  using  wind  energy,  having  in- 
stalled its  first  commercial  wind  power  generating  facility  in  1981.  Zond  currently 
operates  256  megawatts  of  wind  power  plants  using  over  2,400  wind  turbines.  The 
Company  is  actively  developing  wind  power  plants  in  the  U.S.,  Europe,  Asia  and 
Latin  America,  and  has  developed  and  manufactures  the  Z-40  wind  turbine  genera- 
tor 1  for  use  in  its  projects  and  for  sale  to  utilities  and  other  developers. 

The  purpose  of  my  testimony  today  is  to  address  concerns  that  have  been  raised 
about  the  usefulness  of  trade  missions  to  other  countries  undertaken  by  the  Sec- 
retary of  Energy.  I  accompanied  the  Secretary  on  trade  missions  to  China  (February 
1995)  and  South  AMca  (August  1995). 

foreign  trade  missions  are  appropriate  and  help  U.S.  business 

Zond  beUeves  trade  missions  lead  by  senior  U.S.  government  officials  are  appro- 
priate and  beneficial  to  U.S.  business  interests  abroad  for  the  following  reasons: 

First,  Section  XII  of  the  Energy  Policy  Act  of  1992  (EPACT  OF  1992)  signed  into 
law  by  President  Bush  calls  for  the  Secretary  of  Energy  to  promote  United  States' 
energy  efficiency  and  renewable  energy  technologies  in  foreign  markets.  The  trade 
missions  led  by  the  Secretary  of  Energy  fulfilled  this  Congressional  mandate. 

Second,  the  status  and  respect  a  U.S.  Cabinet  Secretary  commands  with  foreign 
officials  opens  many  doors  which  often  remain  closed  to  industry  personnel  on  indi- 
vidual visits.  For  example,  some  of  the  senior  Chinese  officials  we  met  were:  Min- 
ister of  Power;  Minister  of  Foreign  Trade  and  Economic  Cooperation;  President  of 
the  State  Development  Bank  of  China;  Deputy  Director,  Transportation  and  Energy 
Department;  Chief,  New  Energy  Division,  Rural  Electric  Department,  Ministry  of 
Power;  and  Chief,  Renewable  Energy  Division,  Transportation  and  Energy  Depart- 
ment, State  Planning  Commission.  Secretary  O'Leary  also  met  with  Chinese  Pre- 
mier, Li  Peng  during  this  mission.  These  important  Chinese  government  officials 
are  critical  to  the  buying  decisions  of  the  nation  and  to  U.S.  companies  doing  busi- 
ness in  China. 

This  visit  was  a  great  example  of  what  I  would  call  "America,  Inc."  The  DOE  sup- 
plied the  technical  knowledge  and  a  nimiber  of  the  contacts.  The  State  Department 
through  the  U.S.  Embassy  helped  provide  high  level  contacts  and  in  the  process  be- 
came aware  of  the  economic  value  of  wind  power.  The  U.S.  Export-Import  Bank 
brought  their  financial  knowledge  and  assistance.  U.S.  industry  brought  their  prod- 
ucts and  a  strong  desire  to  sell  them.  After  the  mission  ended,  these  relationships 
continued  to  assist  U.S.  business  in  making  progress.  This  combination  worked  well 
for  U.S.  trade  in  China. 

Third,  other  governments  support  their  countries'  business  efforts  with  trade  mis- 
sions. World  trade  is  a  highly  competitive  arena  and  our  foreign  competitors  have 
well-defined  and  well-financed  trade  programs  designed  to  sell  their  industries' 
products.  For  example,  from  January  1993  to  the  present  four  of  our  major  world 
trade  competitors— Canada,  France,  Germany  and  Great  Britain — sponsored  50 
trade  missions  to  China,  India,  Pakistan  and  South  Africa,  the  same  countries  to 
which  Secretary  O'Leary  led  one  trade  mission.  The  delegation  leaders  from  these 
competing  countries  included  heads  of  state  and  senior  ministry  officials.  These  del- 
egations ranged  from  small  delegations  to  delegations  of  up  to  400  members.  Several 
of  the  visits  were  to  sell  energy  projects  and  services.  Secretary  O'Lear^s  trips  have 
been  no  different  than  those  of  the  government  officials  of  our  competitors.  It  is 
worth  noting  that  President  Bush  lead  a  trade  mission  to  Japan  on  behalf  of  the 
U.S.  auto  industry. 


•The  Z-40  is  a  40  meter  rotor  (131  feet),  3-bladed,  550kW  wind  turbine  normally  mounted 
on  a  40-50  meter  tube  or  lattice  tower  (131-164  feet). 
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FOREIGN  TRADE  MISSIONS  ARE  PART  OF  THE  PROCESS  OF  OBTAINING  OVERSEAS 

BUSINESS 

Foreign  trade  missions  generally  do  not  deliver  immediate  contracts  for  those 
businesses  attending.  These  trips  are  designed  to  provide  introductions  to  key  deci- 
sion makers  in  the  host  country  and  to  lay  the  groundwork  for  future  business 
transactions  or  to  help  close  transactions  which  have  been  in  the  works  for  some 
time.  In  effect,  these  missions  serve  as  catalysts  to  initiate  or  advance  business 
deals.  There  is  often  also  a  ceremonial  nature  to  a  visit  such  as  signing  memoran- 
dums of  understanding  that  enhances  the  visibility  of  the  U.S.  deals  to  those  foreign 
government  ofBcials  who  can  facilitate  the  transaction. 

Business  in  lesser  developed  countries  such  as  we  visited  often  takes  considerably 
longer  to  develop  than  the  industrialized  countries.  This  is  because  there  is  often 
a  signilBcant  government  involvement  in  business  transactions  due  to  the  form  of 
government,  financing  or  payment  issues,  etc.  Infrastructure  projects  such  as  energy 
can  take  two  to  three  years  or  more  before  a  deal  is  struck.  In  these  countries,  the 
aid  of  high  level  government  officials  made  accessible  through  trade  mission  contact 
can  be  invaluable  in  advancing  a  deal. 

ZOND  CORPORATION  HAS  BENEFITTED  FROM  ACCOMPANYING  SECRETARY  O'LEARY  ON 

TRADE  MISSIONS 

Zond  Corporation  derived  significant  benefit  fi-om  the  China  trade  mission  in  Feb- 
ruary 1995.  Although  Zond  had  been  actively  pursuing  the  Chinese  market  since 
1993,  we  were  making  slow  progress.  The  DOE  Mission  helped  highlight  our  issues 
with  the  Chinese  government,  introduced  us  to  the  right  people,  and  helped  us  to 
understand  better  structures  that  would  work  for  the  Chinese.  We  will  ship  30  Zond 
Z-40's  worth  approximately  $12  million  this  year  and  expect  to  ship  an  additional 
35  turbines  worth  $15  million  next  year.  Part  of  this  success  was  created  by  the 
DOE's  role  as  a  catalyst,  bringing  together  recognized  technical  experts  from  the 
National  Renewable  Energy  Laboratory  which  helped  underscore  the  viability  of 
U.S.  technology,  the  financial  capability  of  the  U.S.  EXIM-Bank,  and  the  ongoing 
local  support  and  influence  of  the  U.S.  Embassy  in  Beijing.  Work  continues  in  China 
which  could  result  in  additional  sales  of  up  to  $90  million. 

The  $27  million  we  have  in  orders  will  provide  approximately  60  man  years  of 
labor  in  the  United  States.  If  we  are  successful  in  obtaining  the  additional  $90  mil- 
lion in  sales,  it  would  add  200  additional  man  years  of  U.S.  labor.  In  addition,  it 
is  my  estimate  that  the  combined  tax  pajrments  to  U.S.  Treasury  fi-om  Zond's  earn- 
ings, and  those  of  our  vendors  and  our  vendors  employees  from  these  sales  alone 
will  approximate  the  total  spent  by  the  DOE  on  all  the  missions.  I  suspect  a  number 
of  my  colleagues  will  also  make  money  and  pay  taxes  fi-om  sales  to  countries  which 
received  DOE  trade  missions  and  in  amounts  that  will  undoubtedly  exceed  Zond's 
due  to  the  relatively  larger  size  of  their  projects. 

ZOND  BEUEVES  THE  SECRETARY'S  MODE  OF  TRAVEL  APPROPRIATE 

Your  investigation  has  received  considerable  notice  in  the  press,  and  I  have  noted 
reputed  accounts  of  luxurious  travel  arrangements.  With  respect  to  travel,  on  the 
trip  to  China  I  decided  not  to  fly  on  the  chartered  aircraft  the  Secretary  flew  on 
because  as  a  commercial  pilot  I  thought  the  airplane  was  old  (it  was  a  20-30  year 
old  DC-8 — about  the  same  age  as  the  DC-9  that  went  into  the  Everglades  recently), 
and  slow  (it  couldn't  make  it  non-stop  across  the  Pacific  and  so  had  to  stop  in  Aji- 
chorage  for  fuel).  I  therefore  flew  commercial.  I  understand  fi-om  my  colleagues  on 
the  trip  that  the  flight  over  was  miserable.  With  respect  to  hotel  accommodations, 
we  stayed  in  good  business  quality  hotels  which  have  meeting  rooms,  security  capa- 
bilities, communications  and  general  business  services,  laundry  facilities,  health  fa- 
cilities, etc.  These  hotel  rooms  cost  in  a  range  of  $200-250  per  night  which  is  about 
what  hotel  rooms  cost  around  the  world.  There  was  absolutely  noQiing  special  about 
these  hotels. 

There  have  also  been  criticisms  of  the  Secretary's  staff.  I  think  our  company  has 
great  people,  but  I  was  deeply  impressed  with  how  tirelessly  the  Secretary's  staff 
worked,  and  with  their  enthusiasm  and  ever  present  cheerful,  helpful  attitudes.  I 
doubt  these  people  had  more  than  3  or  4  hours  sleep  a  night  for  weeks.  The  Sec- 
retary's schedule  (and  ours)  was  one  of  almost  constant  meetings,  and  these  meet- 
ings take  a  great  deal  of  preparatory  work  in  order  to  come  off  properly.  Preparatory 
work  requires  staff. 
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PERSPECTIVE 

As  a  businessman  and  a  taxpayer,  I  am  dismayed  as  to  why  this  subcommittee 
of  the  Commerce  Committee,  which  is  tasked  with  some  of  the  most  important  eco- 
nomic issues  in  our  nation,  would  spend  so  much  time  investigating  these  valuable 
DOE  trade  missions. 

We  are  looking  at  an  expenditure  of  $3.42  million  out  of  the  $5.8  billion  non-de- 
fense portion  of  the  DOE  budget — less  than  one  tenth  of  one  percent — and  an  infini- 
tesimal piece  of  the  total  $1,575  trillion  U.S.  government  budget.  Since  this  inves- 
tigation was  brought  to  my  attention,  I  have  spent  about  half  as  much  time  on  the 
DOE  investigators,  Congressional  investigators,  requests  for  data,  and  now  this  tes- 
timony, as  I  did  going  on  one  of  the  trade  missions.  However,  I  have  spent  the  time 
because  I  believe  the  trade  missions  are  important,  and  I  feel  the  DOE  did  a  great 
job  on  the  two  I  went  on. 

In  conclusion,  it  is  my  opinion  that  the  missions  were  valuable,  that  they  will 
more  than  pay  for  themselves,  and  that  this  investigation  is  taking  Members'  time 
that  could  Se  spent  on  the  real  issues  that,  in  my  view,  threaten  our  nation's  eco- 
nomic survival,  namely  Social  Security,  Medicare  and  Medicaid,  and  the  deficit 
which  together  total  [$620]  billion  and  comprise  [40%]  of  the  U.S.  budget.  In  my 
view,  this  issue  with  the  trade  missions  is  just  not  worth  the  time  of  this  extremely 
important  committee,  especially  given  the  clear  value  of  these  missions.  It  is  my 
hope  the  Secretary  will  not  back  away  fi"om  these  missions  as  a  result  of  this  inves- 
tigation, but  will  continue  helping  U.S.  companies  sell  U.S.  products  and  create  U.S. 
jobs. 

Mr.  Barton.  Thank  you.  That  concludes  the  testimony. 

We've  just  had  a  vote,  so  we're  going  to  take  another  short  re- 
cess. I  would  encourage  members  to  come  back.  I'm  going  to  come 
back  much  more  quicWy  this  time  so  that  we  can  probably  have  at 
least  two  rounds  of  questions  to  give  every  member  of  the  panel 
and  the  witnesses  an  opportunity  to  have  a  good  discussion.  So, 
we're  going  to  shortly  recess,  but  I  encourage  members  to  try  and 
be  back  no  later  than  12:05. 

[Brief  recess.] 

Mr.  Barton.  The  Chair  reconvenes  the  hearing. 

Let's  see  if  we  have  all  our  witnesses  here. 

We  are  now  going  to  engage  in  the  question  period.  We  tried  to 
hold  each  of  you  to  5  minutes,  and  we're  going  to  hold  each  of  us 
to  5  minutes,  but  we'll  take  at  least  two  rounds  and  perhaps  more. 
The  Chair  would  recognize  himself  for  the  first  5  minutes. 

The  first  question  I  have  for  each  of  the  panelists  is  to  tell,  to 
the  extent  that  you  know,  what  existing  contracts  you  have  with 
the  Department  of  Energy  and  what  pending  contracts  you  are  in 
negotiations  with.  And  I  don't  expect  you  to  be  exactly  to  the  dollar 
or  exactly  to  the  penny,  but  just  in  general  terms,  the  value  of  any 
existing  contracts  plus  any  pending  contracts  with  the  Department. 

We'll  just  start  with  Mr.  Fryling. 

Mr.  Fryling.  The  answer  is,  we  do  not  have  any  contracts  and 
none  pending. 

Ms.  Bacon.  We  have  a  number  of  contracts  with  the  U.S.  De- 
partment of  Energy,  both  ourselves.  Energy  Conversion,  as  well  as 
our  subsidiaries.  United  Solar  Systems  and  the  Ovonic  Battery 
Company.  In  the  photovoltaic  area,  we  have  a  contract  that  was  a 
3-year  cost-sharing  contract  of  about  $9  million  that  was  cost- 
shared;  we  paid  half  the  burden.  That  was  to  develop  photovoltaics 
for  building  integration.  We  also  have  another  small  contract  for 
research  and  development  for  high  efficiency  devices — that  was 
about  $3  million — and  we  have  participated  in  the  past  with  some 
other  manufacturing  programs. 
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In  the  battery  area,  we're  working  with  the  United  States  Bat- 
tery Consortium,  which  is  co-funded  by  the  U.S.  Department  of  En- 
ergy, and  we  received  about  a  $30  milUon  contract  over  the  last  3 
years.  This  was  also  co-funded  by  us,  and  we  paid  about  40  percent 
of  the  burden. 

Mr.  Barton.  Okay.  Ms.  Marvin? 

Ms.  Marvin.  Yes,  thank  you.  We  have  seven  major  contracts 
with  the  Department  of  Energy  totaling  approximately  $28  billion. 

Mr.  Barton.  Is  that  total  Lockheed,  or  just  the  Environmental 
Systems  alone? 

Ms.  Marvin.  No,  total  Lockheed. 

Mr.  Barton.  Total  Lockheed,  Okay. 

Ms.  Marvin.  Yes.  The  Environmental  Systems  and  Technologies 
Company  has  one  major  contract  with  the  Department  of  Energy 
totaling  $178  million  and  one  pending. 

Mr.  Barton.  Thank  you.  Mr.  Hart? 

Mr.  Hart.  To  the  best  of  my  knowledge,  none,  and  none  pending. 

Mr.  Barton.  Okay.  Mr.  Bakke? 

Mr.  Bakke.  I  don't  know  the  answer  for  sure.  I  know  we  have 
no  significant  contracts,  nothing  pending.  We  may  still  have  some 
consulting  work  in  the  $100,000  range. 

Mr.  Rogers.  To  the  best  of  my  knowledge.  Synergies  has  no  con- 
tracts with  DOE  and  none  pending. 

Mr.  Barton.  Okay. 

Mr.  Little.  I  currently  have  no  contracts  in  the  area  of  the  busi- 
ness that  was  associated  with  the  trade  missions,  but  I  have,  I 
think,  about  $1  million  worth  of  SBIR  support  for  nuclear  detec- 
tors. 

Mr.  Barton.  What's  SBIR? 

Mr.  Little.  I'm  sorry,  Small  Business  Innovative  Research  con- 
tracts. 

Mr.  Barton.  And  it's  through  the  Department  of  Energy? 

Mr.  Little.  Right. 

Mr.  Barton.  Okay.  Mr.  Karas? 

Mr.  Karas.  Yes,  sir.  We've  just  completed  a  $1  million  contract 
that  was  cost-shared.  We  put  in  $4  million  and  DOE  put  in  $1  mil- 
lion, and  I  think  they  still  owe  us  $20,000  on  that — we're  just  about 
done,  but,  anyway,  I'm  going  to  try  to  collect  it  tomorrow. 

We're  also  negotiating — we  were  awarded  and  are  now  negotiat- 
ing— a  $10.8  million  contract  with  them  for  research  and  develop- 
ment, and  that  will  be  cost-shared  as  well.  We'll  be  putting  in 
about  $4  million  of  that  total  contract. 

Mr.  Barton.  Thank  you. 

Now,  you  can  do  this  by  a  show  of  hands:  Did  each  of  you  go  on 
at  least  one  of  the  trips? 

[Show  of  hands.] 

Mr.  Barton.  So,  Mr.  Fryling,  your  company  participated,  but 
you,  personally,  didn't  go? 

Mr.  Fryling.  Correct. 

Mr.  Barton.  And  everybody  else  went  on  at  least  one  of  the 
trips?  So,  those  of  you  that  did  go  on  the  trips,  could  you  tell  me 
how  you  were  asked  to  participate  in  terms  of  the  cost  of  the  trip? 
We've  had  all  kinds  of  testimony  all  over  the  map  on  when  they 
were  asked  to  pay,  if  they  were  asked  to  pay,  how  much  they  were 
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asked  to  pay,  and  what  they  paid  for.  The  Department  of  Energy 
regulations  require — unless  you're  an  invitational  traveler,  in 
which  the  Department  agrees  in  advance  to  pay  for  your  trip  be- 
cause it's  in  the  national  interest — ^what's  called  "full  cost  recov- 
ery." So,  of  the  business  travelers  who  did  participate,  there  are 
large,  outstanding  obligations  of  people  who  participated  who  have 
not  yet  paid. 

So,  again,  we'll  start  with  Ms.  Bacon  and  we'll  go  down  the  line. 
Were  you  asked  to  participate  and  pay  full-cost  recovery,  and  if  so, 
how  much  did  you  pay  and  what  did  you  pay  for?  In  fact,  my  time 
has  expired,  so  I  will  save  that  question  for  the  next  round. 

We  would  recognize  Mr.  Klink  for  5  minutes. 

Mr.  Klink.  Thank  you  very  much,  Mr.  Chairman.  To  begin  with, 
Mr.  Chairman,  there  was  a  document  that  you  had  introduced  into 
the  record  during  the  last  hearing,  and  I  would  like  to  re-submit 
it  as  evidence  in  this  hearing.  It  is  a  document  of  purported  state- 
ments that  were  made  by  companies  with  projected  listed  DOE 
trips,  reports  that  they  receive  no  assistance  from  DOE  on  develop- 
ment of  foreign  contracts,  and  I  would  move  that  for  this  hearing 
also  we  submit  that  for  the  record. 

Mr.  Barton.  Without  objection. 

[The  document  referred  to  follows:] 
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Mr.  Klink.  Thank  you.  In  regards  to  that,  Ms.  Marvin,  let  me 
start  with  you.  It  says  here  Lockheed  value,  $66  million.  First  of 
all,  you  have  seen  a  copy  of  this?  I  think  counsel  showed  it  to  you. 

Ms.  Marvin.  Yes. 

Mr.  Klink.  Lockheed  Martin:  "DOE  provided  no  assistance  to  our 
company."  Is  that  an  accurate  quote,  do  you  think,  from  your  per- 
spective or  from  anyone  within  Lockheed  Martin? 

Ms.  Marvin.  Well,  let  me  say  this:  when  I  read  the  question- 
naire, I  interpreted  it  a  particular  way  and  answered  the  question 
with  those  words.  However,  I  was  shocked  to  see  it  pulled  out  of 
context  of  the  entire  response  to  the  questionnaire.  And  so,  on 
April  24,  I  submitted  a  letter  to  this  committee,  which  I  would  re- 
quest be  admitted  into  the  record,  which  clarified  my  response.  And 
I  basically  said  that  DOE  did  provide  assistance  in  terms  of  meet- 
ings that  were  scheduled  so  that  we  could  sign  some  memoran- 
dums of  understanding. 

[The  letter  referred  to  follows:] 

Lockheed  Martin  Environmental  Systems  &  Technologies  Company, 

Houston,  TX,  April  24,  1996. 

Hon.  Joe  Barton, 

Chairman,  Subcommittee  on  Oversight  and  Investigations,  House  Commerce  Com- 
mittee, 2264  Rayburn  House  Office  Building, 

Washington,  DC. 

Dear  Congressman  Barton:  On  January  19,  1996  I  responded  to  your  question- 
naire requesting  information  on  my  participation  in  DOE  trade  missions.  This  is  a 
clarification  of  my  response  to  Question  10  of  that  document. 

DOE  exercised  no  improper  influence  in  reference  to  the  signing  of  agreements. 
However,  the  Department  was  instrumental  in  facilitating  business  and  government 
meetings  which  resulted  in  MOLTs  and  projects  between  American  and  Indian  busi- 
ness. The  following  is  a  chronology  of  events: 
January  1994-— Our  company  began  reviewing  the  possibility  of  doing  Bagasse 

Cogeneration  projects  in  India. 
May  1994 — We  contacted  DOE  about  how  to  best  proceed  in  developing  these 
projects.  DOE  suggested  that  the  Secretary  was  hosting  a  trade  mission  to  India 
in  July,  and  that  participating  in  the  trade  mission  might  present  a  good  oppor- 
tunity to  accelerate  development  of  the  projects. 
June  1994 — A  consortium  of  four  companies,  which  included  a  major  U.S.  utUity 
and  engineering  companies,  was  formed  to  co-develop  the  projects.  DOE  was  in- 
strumental in  helping  to  put  that  consortium  together. 
July  1994 — ^During  the  mission  to  India,  almost  all  the  meetings  set  up  for  our 
company  with  Indian  business  were  coordinated  through  the  Department  of  En- 
ergy. 

The  trade  mission  was  the  fonim  in  which  we  did  two  things:  1)  we  consolidated 
the  consortium  agreement,  and  2)  the  consortium  signed  an  Memorandum  Of  Un- 
derstanding (MOtJ)  with  two  major  Indian  companies  to  pursue  the  development  of 
the  cogeneration  facilities.  The  signing  of  these  MOUs  was  a  result  of  the  successful 
meetings  conducted  while  on  the  India  Trade  Mission. 

Please  note  that  since  the  trade  mission,  the  consortium  conducted  feasibility 
studies  on  both  projects.  We  are  nearing  financial  closvire  on  one  of  the  projects  and 
are  hoping  to  begin  implementation  during  the  fourth  quarter  of  1996. 

I  would  also  like  to  note  that  the  private  sector  companies  who  were  a  part  of 
the  India  Trade  Mission  delegation  decided  to  write  a  letter  to  President  Clinton  to 
summarize  the  mission's  success.  This  letter  was  spontaneous  and  a  result  of  the 
many  business  opportunities  that  were  created  during  the  mission.  The  members  of 
the  delegation  believed  that  this  trip  represented  a  powerful  way  that  government 
and  industry  could  work  together  to  create  international  opportunities  and  jobs. 

Please  let  me  know  if  mere  is  additional  information  or  clarification  that  you 
need. 

Sincerely, 

Linda  A.  Marvin, 
President,  Lockheed  Martin  Environmental  Systems  &  Technologies. 
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Mr.  Klink.  Again,  what  was  the  context  of  the  DOE  providing 
no  assistance  to  your  company?  What  was  the  context  in  which 
that  was  taken? 

Ms.  Marvin.  When  I  read  the  questionnaire,  I  interpreted  that 
question  as  wanting  to  say  that  DOE  did  something  incorrect  in 
the  way  these  missions  were  conducted.  And,  so,  it  looked  like  a 
very  legal  kind  of  question  to  me,  and  having  a  lawyer's  kind  of 
mind,  I 

Mr.  Klink.  So  it's  out  of  context  completely? 

Ms.  Marvin.  Yes,  totally  out  of  context. 

Mr.  Klink.  And  not  reflective  of  what  help  the  DOE  gave  to  you? 

Mr.  Barton.  But  just  to  be  clear,  the  statement  was  made. 

Ms.  Marvin.  Yes. 

Mr.  Barton.  It  may  have  been  taken  out  of  context,  but  that's 
not  a  statement  that  was  made  of  whole  cloth. 

Ms.  Marvin.  I  agree  with  that,  and  to  clarify  my  answer  so  that 
it  reflected  what  I  intended  to  say,  I  wrote  a  letter  on  April  24  to 
this  subcommittee  which  stated  the  various  support  that  was  pro- 
vided to  us  on  this  mission. 

Mr.  Klink.  If  I  could  reclaim  my  time,  Mr.  Bakke,  there's  a 
statement  credited  to  AES  and  it  says,  "Everybody's  right  to  say 
it's  a  bunch  of  boloney  that  billions  of  dollars  resulted  from  the 
mission."  Is  that  an  accurate  portrayal  of  the  way  AES  or  you,  in 
particular,  feel?  Or,  likewise,  to  Lockheed  Martin,  do  you  feel  this 
was  taken  out  of  context?  Where  did  the  statement  come  from? 

Mr.  Bakke.  The  implication  on  this,  the  way  I  see  this,  was  that 
it  was  a  response  to  the  questions  that  the  committee  submitted  for 
our — and  to  my  knowledge  never  was  any  statement  like  this,  in 
any  way,  shape  or  form,  provided  to  the  committee  in  response  to 
their  questionnaire.  It  is  possible  that  this  came  from  a  reporter — 
out-of-context — in  a  newspaper  article  that  I  saw  at  one  time  about 
some  statement  that  was  attributed  to  me. 

Mr.  Klink.  No  formal  statement,  though,  from  AES  to  this  com- 
mittee calling  it  "a  bunch  of  boloney  that  billions  of  dollars  resulted 
from  the  mission"? 

Mr.  Bakke.  Not  to  my  knowledge.  If  you  can  find  one,  I  would 
stand  to  be  corrected. 

Mr.  Klink.  Is  that  reflective  of  your  feelings,  or 

Mr.  Barton.  Would  the  gentleman  yield — and  we're  not  going  to 
take  this  away  from  your  time. 

That  was  a  question  that  I  wanted  to  bring  up,  too.  You  are 
quoted  in  The  Washington  Post  on  March  8,  1996  as  saying,  I 
quote,  "Everybody's  right  to  say  it's  a  bunch  of  boloney  that  billions 
of  dollars  results  from  the  trade  missions."  Now,  that  is  from  The 
Washington  Post.  Are  you  now  saying  that  you  either  didn't  say 
that  or  you  said  it  in  a  different  way  than  it's  portrayed  in  The 
Washington  Post? 

Mr.  Bakke.  Yes.  I  said  it  in  a  very  different  way  and  with  a  lot 
of  contextual  statements  around  it  to  give  the  point:  I  do  believe 
that  using  quantification  in  trying  to  claim  that  you  can  be  exact 
on  the  number  of  dollars  attributed  to  any  particular  single  act  by 
any  Government  officials,  or  anyone  else,  for  that  matter,  whether 
it  be  Secretary  Brown  or  Secretary  O'Leary  or  any  of  the  other 
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folks,  or  for  me,  for  example,  visiting,  to  attribute  the  billions  of 
dollars  to  any  one  single  person  or  single  act  is  a  travesty  of 

Mr.  Barton.  A  bunch  of  boloney. 

Mr.  Bakke.  And  it's  a  bunch  of  boloney,  yes,  sir.  But  I  think  the 
committee  and  the  Department  are  both  to  blame  for  that  empha- 
sis on  the  numbers,  and  we  ought  to 

Mr.  Barton.  Well,  you  did  make  an  eloquent  statement  in  de- 
fense of  the  Secretary  this  morning,  and  we  took  that  to  be  a  sin- 
cere statement. 

And  we'll  give  the  gentleman  an  additional  2  to  3  minutes. 

Mr.  Klink.  I  thank  the  chairman. 

In  other  words,  Mr.  Bakke,  let  me  ask  you  this:  if  the  people  who 
prepared  this  list  of  quotes  had  read  the  survey  that  AES  re- 
sponded to,  they  would  not  have  come  away  with  that  conclusion 
that  AES,  or  that  you,  Mr.  Bakke,  felt  that  way  about  these  trade 
missions  by  the  DOE? 

Mr.  Bakke.  Absolutely.  I'm  sure  that  you  can  put  our  responses 
in  the  record,  and  they  would  look  very  much  like  my  testimony 
today,  I'm  sure. 

Mr.  Klink.  Mr.  Hart,  Coastal  is  credited  here  with  responding, 
"No  specific  agreements  in  either  Pakistan  or  China  were  the  sub- 
ject of  specific  DOE  assistance.  Is  that  correct  as  reflected? 

Mr.  Hart.  My  answer  is  exactly  the  same  as  Linda's.  I  under- 
stood that  question  to  suggest  that  DOE  had  in  some  form  drafted 
or  help  draft  an  agreement  that  we  were  meant  to  sign.  They  did 
not,  and  the  answer  was  intended  to  say  that,  certainly  not  that 
they  did  not  provide  assistance  for  the  projects. 

Mr.  Klink.  Let  me  just  ask — and  I  don't  know  what  knowledge 
you  have — obviously,  those  of  you  who  traveled  on  these  trips  with 
DOE  were  at  different  times  in  the  company  of  people  with  these 
firms  who  are  quoted  here — Canon  Power,  Enron,  AES,  Caterpillar, 
Armstrong,  Occidental,  Spectrum,  Union  Texas — all  credited  with 
having  made  the  same  kinds  of  statements.  Do  any  of  you  have  any 
direct  knowledge  as  to  whether  or  not  these  companies  would  have 
been  in  the  same  position  that  you  have  been  in,  and  that  is  being 
misquoted  or  quoted  out  of  context  in  regard  to  the  importance  of 
these  DOE  trips  to  the  business  that  your  companies  do?  Does  any- 
one have  any  knowledge  of  that? 

All  right,  let  me  proceed  on.  Mr.  Rogers,  your  company, 
Synergies,  has  entered  into  several  major  contracts  with  the  gov- 
ernment of  Pakistan.  Your  testimony  seems  to  indicate  that,  first 
of  all,  that  your  company  signed  somewhere  in  the  range  of  $750 
million  worth  of  business,  and  that  these  likely  would  not  have 
happened  if  it  weren't  for  these  trade  missions.  Is  that  a  fair  as- 
sessment of  your  testimony? 

Mr.  Rogers.  That's  correct. 

Mr.  Klink.  So,  you're  saying  that  your  company's  $750  million 
in  deals  would  not  have  occurred  if  it  were  not  for  these  trade  mis- 
sions? 

Mr.  Rogers.  That's  correct. 

Mr.  Klink.  Mr.  Karas,  your  company,  Zond,  as  being  a  somewhat 
smaller  company  than  say,  Lockheed  or  AES,  has  probably  a  slight- 
ly more  difficult  time  conducting  business  overseas  or  at  least  in 
making  contacts  with  the  folks  overseas  that  you  have  to  do  busi- 
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ness  with,  yet  you  seem  to  have  found  the  DOE's  efforts  with  re- 
spect to  promoting  U.S.  business  overseas  was  helpful.  Can  you 
specifically  detail  how  DOE's  efforts  assisted  Zond? 

Mr.  Barton.  And  this  will  be  the  last  question  of  this  round. 

Mr.  Karas.  I  think  the  key  thing  that  they  did,  actually,  was  the 
followup  after  the  trade  missions  for  us.  The  trade  missions  intro- 
duced us  to  people  and  gave  us  contacts,  and  I  think  that  was  im- 
portant, but  it  started  a  process,  a  sort  of  collaborative  process, 
that  continued  as  we  tried  to  move  our  projects — our  sales  deal,  ac- 
tually— through  the  administrative  electric  State  power  and  plan- 
ning commission,  where  we  ran  into  a  number  of  roadblocks.  And 
the  DOE,  through  various  people  at  the  national  renewable  energy 
lab  in  Colorado,  and  here  in  Washington,  coordinated  their  efforts, 
talked  to  the  folks  in  China,  coordinated  the  commercial  folks  at 
the  embassy  and  also  at  Eximbank  and  sort  of  put  a  coordinated 
governmental  effort  together  to  move  the  sales  transaction  through 
the  Chinese  government  approval  system. 

Mr.  Klink.  Ten  seconds,  if  I  could  just  ask  your  indulgence,  Mr. 
Chairman,  for  a  clarification. 

Was  the  Department  of  Energy  really  effective  in  what  hap- 
pened, or  is  this  just  a  kind  of  a  feel-good  type  of  thing? 

Mr.  Karas.  To  be  honest,  I  was  really  surprised  at  how  effective 
they  were.  I've  really  never  been  a  big  believer,  frankly,  of  govern- 
ment helping  us. 

Mr.  Klink.  Thank  you. 

Mr.  Barton.  Before  we  recognize  Mr.  Burr,  we're  going  to  put 
into  the  record  of  this  hearing  the  exact  statements  of  all  the  wit- 
nesses in  response  to  this  particular  question  that  they're  now  call- 
ing into  question  for  being  taken  out  of  context. 

[The  responses  referred  to  appear  in  Serial  No.  104-80,  pages 
261-544,  hearing  held  on  April  24,  1996.] 

Mr.  Barton.  I'm  going  to  read  verbatim  from  the  Lockheed  re- 
sponse, since  the  gentlelady  before  said  we  took  it  out  of  context. 
This  response,  this  particular  Lockheed  letter,  is  dated  January  19, 
1996.  The  question  number  10  was,  "Please  provide  a  chronology 
of  any  agreement  or  agreements,  at  which  point  DOE  provided  as- 
sistance, and  the  nature  of  any  assistance  provided  by  DOE."  Now 
that  was  a  question  that  was  asked  to  all  trip  participants.  The 
Lockheed  Martin  response,  and  I  quote  it  verbatim:  "Lockheed 
Martin  Environmental  Systems  and  Technologies  developed  and 
signed  the  agreements  independent  of  DOE.  DOE  provided  no  as- 
sistance to  our  company." 

Mr.  DiNGELL.  Can  you  tell  us  who  said  that,  Mr.  Chairman? 

Mr.  Barton.  The  individual  who  signed  the  letter 

Ms.  Marvin.  I  did,  Mr.  Chairman. 

Mr.  Barton,  [continuing]  was  Linda  Marvin,  who  is  before  us 
today. 

Mr.  Klink.  Can  we  ask  for  a  clarification? 

Mr.  Barton.  Well,  that's  the  verbatim.  Now,  we're  going  to  put 
all  the  verbatims  with  the  question,  so  that  there  is  no  question 
about  what  the  context  was  of  the  response. 

The  chairman  would  recognize  Mr.  Burr  of  North  Carolina  for  5 
minutes. 
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Ms.  Marvin.  Mr.  Chairman? 

Mr.  DiNGELL.  Mr.  Chairman,  could  we  hear  from  her? 

Mr.  Klestk.  Could  we  ask  her  for  clarifications? 

Mr.  DiNGELL.  I  think  she's  entitled  to  respond.  You  quoted  her, 
and  rd  like  to  hear  what  she  has  to  say.  Is  that  a  fair  statement, 
Ms.  Marvin,  or  is  it  not  a  fair  statement? 

Ms.  Marvin.  No,  again,  I  will  repeat  what  I  said  earlier.  I  inter- 
preted that  question  in  a  particular  way,  and  when  I  found  out  I 
was  quoted,  I  wrote  a  letter  on  April  24--which  I  would  ask,  Mr. 
Chairman,  be  incorporated  in  the  record — which  clarified  my  re- 
sponse. 

Mr.  Barton.  Without  objection. 

Mr.  DiNGELL.  What  did  you  really  say  in  that  letter?  What  are 
the  real  facts  on  the  matter? 

Ms.  Marvin.  I  listed  in  a  chronological  order  the  various  support 
that  DOE  lended  to,  eventually,  the  memorandums  of  understand- 
ing that  we  signed.  I  believe  there  are  four  instances  in  this  letter 
stated,  and  I  then  I  discussed  generally  that  we  found  this  a  very 
supportive  mission. 

Mr.  Barton.  What  we  want,  that's  the  purpose  of  this  hearing, 
is  to  give  each  of  you  an  opportunity  to  say  whatever  you  want, 
but 

Mr.  DiNGELL.  Mr.  Chairman,  I  sense  that  your  comments  indi- 
cate that  Lockheed  didn't  find  that  this  was  a  very  helpful  mission. 

Mr.  Barton.  That's  incorrect. 

Mr.  DiNGELL.  Ms.  Marvin,  I  don't  think  you've  given  us  a  com- 
ment on  that.  Was  DOE  supportive?  Did  they  help?  Or  is  the  quote 
that  the  chairman  gave  a  correct  one? 

Mr.  Barton.  Mr.  Dingell,  my  comment  was  that  there  was  at 
least  the  implication  that  somehow  the  majority  staff  had  taken 
some  of  these  comments  out  of  context,  or  reworked  them  to  a  par- 
ticular point  of  view,  and,  so,  I  wanted  to  put  into  the  record  the 
exact  question  and  the  exact  response.  Now,  Mrs.  Marvin  did  sub- 
mit additional  information,  and  she  is  now  saying  today  that  she 
interpreted  the  question  in  a  different  way,  but  I  don't  want  there 
to  be  any  implication  that,  somehow,  the  majority  staff  tried  to 
twist  the  evidence  to  a  certain  point  of  view.  We  simply  put  in,  ver- 
batim, although  we  may  not  have  in  the  material  that  Mr.  Klink 
alluded  to;  we  may  not  have  placed  the  entire  responses  on  that 
particular  question,  so  we  will  put  the  entire  responses  into  the 
record. 

Mr.  DiNGELL.  See,  Mr.  Chairman,  if  you  would  permit,  what 
you're  doing  is  you're  going  right  to  the  heart  of  one  of  the  several 
important  questions  before  this  committee  today;  that  is,  whether 
in  fact  these  trade  missions  were  of  value  in  terms  of  the  accom- 
plishment of  contracts  or  promotion  of  U.S.  trade  and  exports.  I 
think  this  is  a  very  important  one,  and  I  want  to  get  a  straight  an- 
swer from  Ms.  Marvin,  Ms.  Bacon,  Mr.  Fryling,  Mr.  Hart,  Mr. 
Bakke 

Mr.  Barton.  Well,  when  you  get  your  5  minutes,  Mr.  Dingell, 
we'll  let  you  get  those  straight  answers. 

Mr.  DiNGELL.  And  I  think  if  we  don't  get  those  answers  fairly 
and  have  them  comment  truthfully  as  to  what  the  facts  are,  we  are 
making  a  great  error  here  because  I  think  you're  correct  in  pursu- 
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ing  this  matter.  Now,  if  the  staff  has  misquoted  or  taken  out  of 
context,  statements,  then  I  think  we'll  have  to  address  the  question 
of  disciplining  of  the  staff,  because  that  is  not  something  that  will 
be  tolerated  by  this  committee. 

Mr.  Barton.  The  truth  is  not  always  pretty,  but  it  is  the  truth. 

Mr.  DiNGELL.  The  staff  has  to  tell  the  committee  the  truth,  and 
what  I  want  to  do  is  to  get  from  Ms.  Marvin  and  the  witnesses 
there  is  whether  these  statements  are  true 

Mr.  Barton.  With  all  due  respect 

Mr.  DiNGELL.  [continuing]  or,  in  fact,  if  there  is  some  gimmicking 
by  the  staff. 

Mr.  Barton.  Mr.  Dingell,  I'm  going  to  insist  on  something  close 
to  regular  order.  So  we're  going  to  recognize  Mr.  Burr  for  his  5 
minutes,  then  you  will  be  recognized  for  your  5  minutes,  and  then 
there's  going  to  be  at  least  two  periods  for  each  member  to  question 
these  witnesses,  so  you'll  have  absolutely  adequate  opportunity  to 
get  your  facts  on  the  record. 

Mr.  Burr. 

Mr.  DiNGELL.  I  just  want  the  witnesses  to  be  cooperative  with 
the  Chair  in  getting  us  the  truth. 

Mr.  Barton.  And  I  appreciate  the  gentleman's  support  in  that  ef- 
fort. 

Mr.  Burr.  And  I  thank  the  chairman  and  the  ranking  member. 

Let  me  say,  first,  before  I  ask  some  questions,  I  think  it's  impor- 
tant for  the  witnesses  to  know  that  Congress  has  made  no  claims 
about  finalization  of  deals.  The  numbers,  the  amount  of  deals,  were 
made  by  the  DOE.  We  have  asked  for  studies  by  GAO  and  by  the 
Inspector  General  as  to  whether  the  numbers  are  correct,  whether 
there's  validity  to  them.  But  this  body  has  never  made  a  claim 
about  what  that  number  should  be. 

Mr.  Bakke,  if  Secretary  O'Leary,  I  feel  confident,  was  as  good  at 
managing  the  Agency  as — as  it's  apparent — at  leading  a  trade  mis- 
sion, in  fact  you  would  not  be  here.  I  can  confidently  tell  you  that. 
But,  I'm  also  in  agreement  with  most  of  the  members  up  here  that 
I  believe  that  the  Government  has  a  very  important  role  in  facili- 
tating trade  in  an  international  global  marketplace.  Now  we  may 
question  which  Agency  is  more  appropriate,  or  we  may  question 
certain  trips  and  their  importance,  but  we're  not  here — at  least  I'm 
not  here — to  talk  about  that  today.  I'm  here  to  talk  about  manage- 
ment practices.  But  I  do  have  to  divert  for  1  second  to  follow  up 
on  Mr.  Dingell's  line. 

Ms.  Marvin,  knowing  the  situation,  this  chronology  of  your  let- 
ters, I've  got  to  ask  you,  after  your  letter  was  brought  before  this 
subcommittee  in  a  hearing,  Assistant  Secretary  Dirk  Forrester 
seemed  rather  perturbed  at  the  response  from  your  letter.  How,  in 
fact,  did  you  find  out  about  the  hearing?  Was  it  from  Dirk 
Forrester,  or  was  it  from  someone  at  DOE? 

Ms.  Majivin.  No,  it  was  from  Chris  Knauer. 

Mr.  Burr.  It  was  from  Chris  Knauer  on  the  minority  staff? 

Ms.  Marvin.  Yes. 

Mr.  Burr.  And  do  I  understand  correctly  from  the  January  19 
letter  that,  in  fact,  the  annual  revenues,  all  revenues  at  Lockheed, 
are  roughly  $22.9  billion  a  year  and  currently  Lockheed  has  con- 
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tracts  with  the  Department  of  Energy  totaling  $29  billion  over 
some  period  of  time?  Is  that  correct? 

Ms.  Marvin.  Yes. 

Mr.  Burr.  So,  in  fact,  Lockheed  has  more  in  current  contracts 
with  DOE  than  they  do  in  annual  revenue  for  the  whole  company? 

Ms.  Marvin.  Let  me  explain.  This  is  an  accounting  issue  that 
we're  dealing  with  here,  because  the  way  Lockheed  Martin  ac- 
counts for  the  DOE  sales  is  different  than  a  dollar-for-dollar  sale. 

Mr.  Burr.  The  DOE  contracts  are  important  to  Lockheed.  Is  that 
safe  to  say? 

Ms.  Marvin.  Yes.  One  thing  I  would  like  to  point  out,  however, 
is  that  at  the  time  I  was  on  the  India  trade  mission,  we  had  not 
yet  merged  with  Martin,  so  we  were  Lockheed,  and  that's  why 
Lockheed  Environmental  appears  on  the  letter.  At  that  time,  we 
had  no  major  contracts  with  the  Department  of  Energy. 

Mr.  Burr.  I  appreciate  that  clarification. 

The  IG  has  determined  that  DOE  exceeded  their  appropriated  al- 
lowance for  receptions  while  these  trips,  specifically  the  South  Afri- 
ca trip,  took  place,  and  for  those  who  attended  the  South  Africa 
trip  I  would  have  just  one  housekeeping  question.  Did  you  attend 
any  of  the  receptions?  And  did  DOE  ask  you  at  any  time  to  reim- 
burse them  for  the  attendance  of  the  reception?  Anybody  from 
South  Africa,  were  you  ever  asked  to  reimburse  for  a  reception? 

Mr.  Karas.  I  was  on  the  South  Africa  trip,  and  we  weren't  asked 
to  reimburse  for  the  receptions;  frankly,  we  went  to  so  many 
things,  I'm  not  sure  I  can  remember  a  specific  reception.  However, 
what  they  did  do  is,  when  we  checked  out  of  the  hotel,  there  was 
a  big  bill.  It  was  like  $1,500  or  $2,000;  I  don't  remember  the  exact 
amount.  That  was  tacked  onto  our  bill  that  went  to  the  DOE,  and 
that's  how  we  were  charged.  I  don't  know  what  it  was  for. 

Mr.  Burr.  Nor  do  we. 

Mr.  Barton.  If  the  gentleman  would  yield — on  your  lodgings, 
then,  you  paid  with  your  dollars  or  your  company's  dollars  to  the 
Department  of  Energy.  You  didn't  pay  the  hotel  directly  at  that 
time? 

Mr.  Karas.  No,  we  paid  the  hotel  directly,  and  then  the  hotel  col- 
lected additional  money. 

Mr.  Barton.  You  did  pay  the  hotel  directly? 

Mr.  Karas.  We  paid  the  hotel  directly,  and  they  collected  addi- 
tional money  that  was  passed  back  to  the  DOE. 

Mr.  Barton.  I'm  confused. 

Mr.  Burr.  Let  me  just  ask,  Mr.  Chairman,  if  we  could — Mr. 
Karas,  could  you  supply,  and  any  other  people  that  are  here  that 
were  on  these  trips,  could  you  supply  us  the  information  as  to  how 
a  tack-on  charge  took  place  and,  in  fact,  what  that  tack-on  charge 
was  so  that  we  can  help  the  Inspector  General  try  to  figure  out 
some  of  the  financial  details  that  I  think  he's  been  unable  to  figure 
out? 

Mr.  Karas.  Sure. 

Mr.  Barton.  Well,  I'm  confused — and  again,  we're  going  to  give 
you  additional  time — ^you  paid  the  hotel  directly  for  the  cost  of  the 
rooms,  correct? 

Mr.  Karas.  Correct. 
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Mr.  Barton.  But,  in  addition  to  that,  there  were  additional 
charges  that  the  hotel  charged  you  as  a  participant  that  you  paid 
to  the  Department  of  Energy.  Is  that  correct? 

Mr.  Karas.  Now,  I'm  not  sure  how  the  DOE  and  the  hotel 
worked  together. 

Mr.  Barton.  They're  not  sure  either. 

Mr.  Karas.  Well,  Okay,  but  I  know  that  there  was  an  additional 
charge  that  we  paid  to  the  hotel  that  we  were  told  was  the  DOE's 
charge  for  services  that  they  had  supplied.  And  my  recollection  was 
$1,500  to  $2,000. 

Mr.  Barton.  And  there  was  no  itemization?  It  just  said  "serv- 
ices" and  you  paid  it? 

Mr.  Karas.  That's  correct. 

Mr.  Burr.  Did  any  other  witnesses  have  a  similar  experience  to 
that? 

Yes,  ma'am? 

Ms.  Bacon.  Yes,  I  can  respond  a  little  bit  more  specifically  with 
that — only  because  my  good  secretary  gave  me  my  expense  ac- 
counts before  I  left — that,  particularly  in  South  Africa  at  the 
Carleton  Hotel,  there  was  a  miscellaneous  fee  that  was  charged;  it 
was  called  "summit  fee,"  and  it  was  $400.  It  was  our  understanding 
from  the  hotel  that  this  covered  expenses  with  regard  to  the  mis- 
sion. It  was^unclear  to  me  whether  that  was  receptions  at  one  loca- 
tion or  another  or  a  luncheon,  but  it  was  generally  to  cover  ex- 
penses. 

Mr.  Burr.  In  fact,  the  Inspector  CJeneral  has  specifically  men- 
tioned that  $400,  so  that  is,  in  fact,  consistent  with  what  he  found. 
The  $1,500  number  is  inconsistent  with  any  information  that  the 
Inspector  General  has  been  able  to  find  out,  and  I  believe  that 
where  it  would  help  the  Inspector  General 

Mr.  Barton.  But  he's  not  speaking  from  notes,  so  that  may  be 
a  discrepancy. 

Ms.  Bacon.  And  this  was  from  one  hotel,  also;  if  I  dig  into  this, 
there  was  another  hotel  and  something  called  "group  and  conven- 
tion." This  isn't  in  U.S.  dollars,  but  it's  460  rands;  someone  can  do 
the  conversion  with  it. 

Mr.  Burr.  Not  on  this  committee. 

Ms.  Bacon.  And  I'm  sure  we  can  provide  you  with  details. 

Mr.  Barton.  Ask  one  more  question  and  then  we're  going  to  rec- 
ognize Mrs.  Eshoo. 

Mr.  Burr.  I  will  go  very  quickly  if  the  chairman  would  just  let 
me  ask  two,  and  I'll  go  to  Mr.  Karas. 

When  an  IRS  audit  takes  place  at  a  company,  your  business,  and 
you  have  things  that  are  undocumented,  what  happens? 

Mr.  Karas.  Well,  thankfully,  we  haven't  been  audited  by  the  IRS 
for  a  long  time,  but  when  we  were  it  was  minor  stuff". 

Mr.  Burr.  But  they  don't  allow  it  if  it's  undocumented. 

Mr.  Karas.  Well,  I  actually  don't  think  that's  true.  I  think  with 
large  businesses  every  single  thing  isn't  also  perfectly  documented, 
and  I  think  there's  reasonableness  at  the  IRS;  obviously,  significant 
things  you  need  to  have  documents  for. 

Mr.  Burr.  I'm  sure  the  IRS  will  be  glad  to  hear  your  comment 
on  that. 
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Ms.  Marvin,  at  Lockheed  if  an  employee  was  to  misrepresent — 
let  me  go  to  Ms.  Bacon  because  she  did  an  excellent  job  of  bringing 
her  expense  report.  If  for  some  reason  your  expense  report  was  not 
reflective  of  the  numbers  that,  in  fact,  you  had  spent  and  your  em- 
ployer found  out,  what  would  your  employer  do? 

Ms.  Bacon.  Well,  we'd  certainly  question  it  and  we'd  kick  it 
back,  as  we  call  it.  And  if,  indeed,  there  weren't  the  correct  num- 
bers in  it,  we'd  investigate  it;  we  would  find  out  if,  indeed,  the  ex- 
penses were  incurred.  Just  because  somebody  didn't  have  a  receipt 
doesn't  necessarily  mean  that  the  expenses  weren't  incurred,  and 
we'd  be  reasonable  with  it.  And  it  has  happened  often. 

I'm  also  a  CPA  from  my  first  lifetime,  and  I  have  worked  as  chief 
financial  officer  of  this  company.  When  we  are  dealing  in  these 
trips  I  know  first  hand  that  sometimes  I  lose  little  pieces  of  paper, 
and  it's  not  fair  for  either  myself  or  for  the  employees  to  not  reim- 
burse them  if,  indeed,  we  think  those  costs  were  incurred  in  good 
faith.  Now,  normally,  I  think  most  all  of  the  expenses  are  ac- 
counted for  and  receipts  are  there,  but  things  do  get  lost. 

Mr.  Burr.  Would  you  want  an  accounting  as  to  what  the  expense 
was  for? 

Mr.  Barton.  The  gentleman's  time  really  has  expired.  We'll  obvi- 
ously give  you  a  second  round. 

The  Chair  would  recognize  Mrs.  Eshoo,  of  California,  for  5  min- 
utes. 

Ms.  Eshoo.  Thank  you,  Mr.  Chairman,  and  again,  thank  you  for 
continuing  these  hearings.  I  think  it's  important  for  light  to  be  cast 
on  these  issues  so  that  we  can  then  make  recommendations  as  to 
how  the  Grovemment,  in  terms  of  its  own  inside  accountability,  de- 
partment by  department,  agency  by  agency,  and  that's  really  what 
this  is  about  and  I  welcome  it. 

And  I  thank  the  witnesses  for  their  excellent  testimony.  I  don't 
have  much  time,  as  you  can  tell,  so  I  want  to  get  on  to  the  ques- 
tions. Let  me  just  make  this  comment  about  the  worth  and  the 
value  of  these  trips,  and  what  I  would  like  to  relate  it  back  to  is 
a  day  in  the  life  of  a  Member  of  Congress.  And  most  people  may 
not  be  able  to  draw  the  parallel:  We  don't  get  everything  done  in 
1  day,  and  so  I  don't  think  everything  gets  done  in  one  trip  of  a 
handful  of  days.  There  is  an  awful  lot  of  seeding  and  planting  and 
nurturing  that  you  have  all  underscored,  and  I  think  that,  also, 
that  it's  very  important  for  Government  and  the  private  sector  to 
be  working  together.  If  you  don't  all  strike  a  partnership  with  one 
another,  then  what  about  this  next  century  that's  around  the  cor- 
ner? 

I  think  that  you  have  given  excellent  testimony  about  these  is- 
sues, and  I  welcome  it  and  I  thank  you  for  it.  I'm  going  to  go  rather 
quickly,  so  for  most  of  these  questions  maybe  you  could  just  say  yes 
or  no.  And  I'm  not  diminishing  the  importance  of  them,  but  I  think 
that  you  probably  can,  and  it  relates  more  to  the  issue  of  account- 
ability and,  perhaps,  what  you  were  given  by  DOE  relative  to  these 
trips  to  the  travel.  Had  you  traveled  to  these  countries  before? 

Mr.  Fryling.  Yes. 

Ms.  Bacon.  Yes. 

Ms.  Marvin.  Yes. 

Mr.  Hart.  Yes. 
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Mr.  Bakke.  Yes. 

Mr.  Rogers.  Yes. 

Mr.  Little.  Yes. 

Mr.  Karas.  Yes. 

Ms.  ESHOO.  You  had,  most  of  you  had.  Was  it  on  your  own? 

Mr.  Fryling.  Yes. 

Ms.  Bacon.  No. 

Ms.  Marvin.  Yes. 

Mr.  Hart.  Yes. 

Mr.  Bakke.  Yes. 

Mr.  Rogers.  Yes. 

Mr.  Little.  Yes. 

Mr.  Karas.  Yes. 

Ms.  ESHOO.  No,  just  one  no.  Okay. 

Were  you  billed  before  for  anything  by  the  DOE? 

Mr.  Fryling.  Yes. 

Ms.  Bacon.  Yes. 

Ms.  Marvin.  Yes. 

Mr.  Hart.  Yes. 

Mr.  Bakke.  Yes. 

Mr.  Rogers.  Yes. 

Mr.  Little.  Yes. 

Mr.  Karas.  Yes. 

Ms.  EsHOO.  And  what  were  you  billed  for?  Air  travel,  ahead  of 
time,  that  you  knew? 

Mr.  Fryling.  Yes. 

Ms.  Bacon.  Yes. 

Ms.  Marvin.  Yes. 

Mr.  Hart.  Yes. 

Mr.  Bakke.  Yes. 

Mr.  Rogers.  Yes. 

Mr.  Little.  Yes. 

Mr.  Karas.  Yes. 

Ms.  EsHOO.  Did  DOE  have  to  come  back  to  you  and  say  that  we 
made  a  mistake  on  air  travel  and  that  you  owe  less  or  more? 

[No  response  from  panel,] 

It  was  correct,  in  other  words.  The  billing  was  correct  on  that? 
Were  you  billed  on  a  timely  basis? 

Why  did  you  laugh,  Mr.  Bakke? 

Mr.  Bakke.  Because  we  had  to  actually  bring  the  check;  before 
we  could  get  on  the  plane  we  had  to  hand  them  the  check.  So,  we 
paid  before  we  actually  could  get  on  the  plane,  that  wonderful 
plane  that  we  all  got  to  fly  on. 

Ms.  EsHOO.  Which  leads  to  my  next  question:  I  think  very  often 
the  impression  that  the  taxpayers  have  of  anjrthing  that's  related 
to  the  Government  is  that  trips  are  lavish.  In  your  view,  was  there 
any  lavishness  related  to  any  of  the  trips  that  you  participated  in? 
And  I  know  that  that's  broad  and  that  maybe  someone  could  say 
that  that's  vague,  but  I  think  we  have  a  pretty  good  idea  of  what's 
lavish.  Would  anyone  term  these  trips  lavish? 

Mr.  Bakke.  No. 

Ms.  EsHOO.  All  right.  Were  there  clearly  written  materials  that 
were  sent  to  you  offered  or  furnished  by  DOE  instructing  you  as 
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to  what  would  be  covered  by  the  U.S.  Government  and  what  would 
not  be? 

Mr.  Barton.  You  are  under  oath. 

Ms.  ESHOO.  If  there  isn't,  we  need  to  know  that,  because  I  think, 
you  know,  what  happens  with  these  things  is  that  if  they  are  not 
handled  well  internally,  as  you  can  clearly  tell  already,  that  it 
spills  over  on  the  worth  and  the  value.  I  think  that  there  is  worth 
and  value  and  you've  given  great  testimony  for  that,  but  were  there 
clearly  written  materials  instructing  you  as  to  what  you  pay  for, 
what  the  U.S.  Giovemment  would  be  doing?  Was  there  anything 
like  that? 

[No  response  from  panel.] 

Do  you  think  that  there  needs  to  be?  Maybe  that's  the  better 
question.  Anyone? 

Mr.  ELart.  We  were  certainly  told  we  had  to  pay  our  own  accom- 
modations and  our  own  meals.  There  probably  needs  to  be  some- 
thing like  this.  I  think  we  were  billed  $100  for  administrative  fees 
for  one  trip  and  $300  for  the  next  trip.  There  probably  needs  to  be 
a  more  complete  budget  put  together  from  the  Department  for  the 
costs  involved  in  receptions  and  other  non-individual  activities  that 
certainly  cost  money.  And  that  budget  needs  to  be  somehow  allo- 
cated among  the  various  participants — that  wasn't  done.  But  I 
think  we  had  very  clear  instructions,  at  least  to  Coastal,  that  we 
would  pay  our  own  meals  and  hotel  rooms,  and  that  if  we  were  to 
travel  with  the  Government  we  had  to  pay  in  advance  and  there 
was  an  administrative  fee. 

Ms.  ESHOO.  So,  what  I'm  picking  up  is  that  there  weren't  any 
surprises  for  you  as  far  as  accounting  or  billing. 

Mr.  Barton.  Would  the  gentlelady  yield  on  that  point,  and  I'll 
give  you  additional  time? 

Ms.  ESHOO.  Certainly,  that's  why  I'm  yielding. 

Mr.  Barton.  The  draft  report  for  the  Inspector  General,  which 
as  Mr.  Dingell  has  pointed  out  is  a  draft  report,  says  that  four  dif- 
ferent methods  were  used  on  each  of  the  trade  missions.  And  the 
draft  report  does  say  that  on  the  first  trade  mission  there  was  no 
effort  made,  before  the  fact,  to  get  the  private  business  travelers 
to  pay  for  their  air  travel,  but  after  the  fact  they  were  asked  to  re- 
imburse, I  think,  twice  the  equivalent  cost  of  first-class  airfare  or 
business-class  airfare. 

The  only  mission,  that,  apparently,  according  to  the  draft  Inspec- 
tor General  report,  an  attempt  was  made  at  full  cost  recovery  be- 
fore the  fact  was  the  South  Africa  trade  mission.  And  on  that  mis- 
sion, they  contracted  with  a  commercial  charter  service  called 
Flight  Time,  and  Flight  Time  had  a  cancellation  clause  that  they 
could  charge  the  Department  of  Energy  a  $150,000  cancellation  fee 
if  they  did  not  have  between  90  and  100  percent  of  the  seat  costs 
of  the  number  of  seats  on  the  plane  24  hours — I  believe — 24  hours 
before  take-off.  So,  this  is  something  that  we're  going  to  have  to  get 
in;  you  could  do  an  entire  hearing  on  this. 

Ms.  EsHOO.  For  the  entire  Federal  Government,  not  just  DOE. 

Mr.  Barton.  Well,  that's  quite  possible,  but  there  are  numerous 
recommendations  in  the  draft  report  of  the  Inspector  General  to 
remedy  this  particular  problem.  And  we'll  give  the  gentlelady  an 
additional  2  minutes  because  my  answer  took  at  least  2  minutes. 
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Ms.  EsHOO.  Thank  you,  Mr.  Chairman. 

Did  you  ever  sense  any  politicsd  overtones  to  the  invitation,  to 
how  the  trip  was  handled,  any  kind  of  favoritism?  I  think  it's  an 
important  thing  to  place  on  the  table,  so  if  there  is  anything  that 
anyone  wants  to  share  on  this.  Why  is  everyone  quiet?  Who  would 
like  to  answer? 

Mr.  Rogers.  The  answer  is  no. 

Ms.  EsHOO.  The  answer  is  no;  Okay.  Well,  I  think  it's  important 
for  you  to  say  something  back,  OK?  How  were  you  selected?  Did 
you  write  to  DOE?  Did  DOE  proactively  contact  you?  How  do  you 
become  part  of  these  trips? 

Mr.  Rogers.  For  Pakistan,  I  can  respond.  We  got  a  telephone  call 
from  DOE.  Forty  percent  of  the  electric  generation  in  Pakistan  is 
hydroelectric  power.  We're  known  for  building  hydroelectric  power 
plants,  and  they  asked  if  we'd  like  to  participate  in  the  trade  mis- 
sion of  the  electric  power  sector  to  Pakistan. 

Ms.  EsHOO.  It's  more  of  a  curiosity  question.  I've  only  been  on 
one  congressional  delegation  since  I've  been  here,  and  I  was  curious 
as  to,  you  know,  when  the  invitation  was  extended,  why,  specifi- 
cally, I  would  be  included.  I  asked  the  question  and  I  got  the  an- 
swer. But,  that's  why  I'm  wondering  how  you  were  selected. 

Mr.  Fryling.  We  were  approached  both  times,  and  we  had 
projects  already  undergoing  in  India.  In  Pakistan  we  didn't  have 
anything,  and  I  think  it  was  just  due  to  the  region  interest. 

Ms.  ESHOO.  Well,  I  think  that  I'm  probably  nearing  the  end  of 
my  time,  Mr.  Chairman.  Let  me  just  say  this.  In  my  view,  and  cer- 
tainly it's  been  solidified  in  listening  to  the  witnesses  today,  that 
these  trips,  these  trade  missions,  have  been  good  for  business.  The 
question  that  we  need  to  deal  with  is  that  the  business  of  running 
the  trips  and  the  accounting  and  the  accountability  of  the  internal 
bookkeeping  certainly  leaves  much  to  be  desired.  That's  what  we 
need  to  go  after. 

Again,  I'd  like  to  thank  you  and  the  witnesses  because  you've 
cast  important  light  on  this,  and  I  think  if  there's  anything  that 
the  United  States  of  America,  together  with  her  Government  and 
its  private  sector,  needs  to  be  doing  is  more  of  this.  The  globe  is 
shrinking,  and  we  need  partners  all  over  the  world.  And  I  think 
that,  if  I  listen  to  you,  I  hear  first-hand  the  genius  of  America,  and 
that  you're  taking  it  to  places  that  are  far-away  lands  that  I  guess 
aren't  that  far  away  anymore.  So,  you're  promoting  the  best  of 
what  we  know  and  what  we  have. 

Mr.  Barton.  The  gentlelady's  time  has  expired. 

Ms.  EsHOO.  Thank  you,  Mr.  Chairman,  and  I  look  forward  to  the 
next  round. 

Mr.  Barton.  There  are  no  members  of  the  committee 

Ms.  EsHOO.  He's  cutting  me  short  on  my  compliments  to  you,  but 
thank  you  very  much. 

Mr.  Barton.  We'll  put  them  in  the  record. 

The  Chair  sees  that  there  are  no  current  members  of  the  commit- 
tee present  that  have  not  asked  questions,  and  I  told  Congressman 
Brown  that  after  all  members  had  asked  questions  we  would  give 
him  an  opportunity.  So,  we'll  recognize  Mr.  Brown  for  5  minutes. 

Mr.  Brown.  Mr.  Chairman,  let  me  just  add  to  Ms.  Eshoo's  com- 
pliments by  thanking  you  again  for  your  generosity  in  allowing  me 
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to  participate  in  this  fashion  since  I'm  not  a  member  of  the  commit- 
tee. 

I  was  struck,  actually,  in  your  response  to  the  questions  that  Ms. 
Eshoo  asked  about  the  nature  of  the  trip  and  the  understanding  of 
the  arrangements,  and  so  forth,  and  with  how  this  contrasts  with 
what  we  call  a  CODEL,  in  which  Members  of  Congress  go  abroad. 
We  rarely  understand  what  is  going  to  happen  beforehand,  how 
much  money  we're  going  to  have  to  pay,  how  much  of  our  per  diem 
we're  going  to  get  back  before  we  can  use  it  for  shopping  or  maybe 
give  it  back  to  the  Treasury.  All  of  these  things  are  highly  ambigu- 
ous and  unstructured  compared  to  what  you  have  described,  and  I 
hope  that  we  can  improve  our  own  processes,  at  least  to  the  level 
that  you  have  described. 

I'm  going  to  follow  a  different  procedure  than  Ms.  Eshoo  and  ask 
only  one  witness  one  question  in  an  effort  to  expedite  the  time.  And 
I'm  going  to  ask  Mr.  Karas  since  he's  from  California,  if  he  doesn't 
mind.  The  DOE  trade  missions  have  been  criticized  by  some  as 
being  inappropriate  to  the  DOE,  and  that  trade  missions,  perhaps, 
should  only  be  conducted  by  Commerce  or  the  State  Department. 
Now,  I'd  like  to  ask  you,  Mr.  Karas,  what  contribution  that  the 
DOE  makes  in  conducting  such  missions,  if  you  can  do  that;  in 
other  words,  what  do  they  bring  to  the  table  that  other  Depart- 
ments cannot?  And,  of  course,  one  reason  I  suspect  that  they  do  is 
because  Congress  directed  them  to,  but  I  want  to  get  beyond  that 
and  see  if  you  can  contribute  something  as  to  the  uniqueness  of  the 
DOE  trade  missions. 

Mr.  Kaeas.  Well,  thank  you.  I  think  they  bring  the  same  stature 
of  cabinet-level  officers  as  any  other  cabinet  department  would,  so 
I  don't  think  there's  any  difference  there  between  DOE  and  Com- 
merce, or  anything  else.  I  think  what  they  bring  specifically  to  our 
business  is  knowledge  of  the  energy  industry.  A  lot  of  these  coun- 
tries are  interested  in  establishing  policies  to  regulate,  create,  and 
run  the  electric  power  business  or  other  power-related  issues  for 
their  countries,  and  the  United  States  is  widely  perceived  as  hav- 
ing great  expertise  there  and  being  advanced  in  those  areas.  The 
DOE  can  bring  that  knowledge  to  these  countries;  it  can  bring  spe- 
cific technical  knowledge.  I  think  we're  widely  perceived  to  be  tech- 
nologically advanced  with  our  labs  and  the  DOE  brings  that  knowl- 
edge as  well. 

Mr.  Brown.  May  as  I  assume — without  asking  everybody,  but  if 
anybody  differs — that  all  of  you  are  in  businesses  related  to  the  en- 
ergy field  and  within  the  purview  of  the  Department  of  Energy,  so 
they  weren't  getting  outside  their  jurisdiction? 

Ms.  Marvin.  And  environmental. 

Mr.  Brown.  And  environmental,  of  course.  But  in  my  mind  en- 
ergy and  environmental  are  closely  intertwined  at  all  points. 

I  have  no  further  questions,  Mr.  Chairman,  and  again,  I  thank 
you  for  your  generous  allowance. 

Mr.  Barton.  Well,  thank  you,  Mr.  Brown. 

The  Chair  would  recognize  himself  for  the  second  round  of  ques- 
tions. I  want  to  get  back  to  the  question  that  I  cut  myself  off  on 
in  my  first  round.  The  Federal  regulation  and  the  Department  of 
Energy  regulation  do  require  that  non-Federal  employees  be  in- 
vited in  writing  to  participate,  and  unless  you're  invited  as  an  invi- 
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tational  traveler,  in  which  there  is  a  finding  by  the  Secretary  or  the 
Deputy  Secretary  that  it's  in  the  Government's  interest  for  you  to 
participate,  and  therefore  your  travel  is  paid  for  by  the  Federal 
Government,  existing  regulations  do  require  that  you  reimburse — 
actually,  before  the  fact — full  cost  recovery. 

Now,  the  Inspector  General's  report  is  replete  with  references 
where  people  were  not  invited  in  writing  and  were  not  advised  as 
to  what  the  cost  of  the  trips  were,  and  in  at  least  in  one  case  some- 
body was  called  on  the  phone  the  day  the  plane  was  about  to  leave 
and  told,  if  you  can  get  to  Dulles  Airport  by  "x"  amount  of  time  in 
the  afternoon,  we'll  let  you  go.  So,  all  of  you,  I  assume,  did  pay  for 
your  travel  costs.  Is  that  true?  There's  not  anybody  here  who  was 
classified  as  one  of  the  31  invitational  travelers.  So  did  everybody 
get  a  letter  of  invitation  inviting  you  to  participate  on  the  trips  you 
went  on  before  the  fact? 

Mr.  Fryling.  Yes. 

Ms.  Bacon.  Yes 

Ms.  Marvin,  Yes. 

Mr.  Hart.  Yes. 

Mr.  Bakke.  Yes. 

Mr.  Rogers.  Yes. 

Mr.  Little.  Yes. 

Mr.  Karas.  Yes. 

Mr.  Barton.  Okay,  now  Ms.  Bacon  is- 


Ms.  Bacon.  I  did  with  India,  but  not  South  Africa. 

Mr.  Barton.  Okay,  and  everyone  else  got  a  letter  in  writing  from 
somebody  in  the  Department  of  Energy  inviting  you  to  participate. 
Did  that  letter,  or  letters,  in  the  case  of  those  of  you  who  partici- 
pated in  multiple  trips,  reference  the  cost  to  you  or  your  company 
of  your  participation? 

[No  response.] 

Apparently  not. 

Mr.  Karas.  I  don't  recall. 

Ms.  Marvin.  I  don't  recall.  I  believe  that  it  was  a  verbal  commu- 
nication so  that  there  was  contact  between  the  DOE  staff  and  my 
office,  and  in  the  context  prior  to  the  time  we  left,  there  was  an 
understanding  reached  that  we  would  pay  all  of  our  expenses.  But, 
to  my  best  recollection — I  don't  have  the  letter  in  front  of  me — I 
don't  think  it  was  in  the  invitational  letter  in  writing. 

Mr.  Barton.  Now  some  of  you 

Mr.  Rogers.  I'd  like  to  respond  to  that  also. 

Mr.  Barton.  Go  ahead. 

Mr.  Rogers.  We  got  the  invitation  by  telephone,  so  that  was  the 
first  indication  that  we  were  invited  to  go  on  the  trip.  And  I  would 
split  the  expenses  into  two  groups:  the  expense  of  air  travel  to  trav- 
el to  the  site  and  the  expenses  onsite,  which  would  include  your  ho- 
tels, meals,  et  cetera.  So,  looking  at  those  with  respect  to  India  and 
Pakistan,  the  ones  we  participated  in,  with  respect  to  India  the  air 
travel,  meals,  hotel  so  everybody  went  and  they  went  commercial, 
along  that  line,  on  the  one  we  went  on. 

With  respect  to  Pakistan,  it  was  an  invitation  to  go,  flying  on  the 
same  plane  with  the  Secretary.  It  was  unclear  at  the  time  whether 
or  not  you  were  paying  for  that  air  fare  and  how  much  that  air  fare 
would  be.  A  letter  came  after  the  fact  with  a  bill  in  it,  and  the  bill 
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was  paid,  although  I  don't  think  it  was  clear  in  terms  of  the  letter 
what  the  prices  were  going  to  be  because  I  know  that  our  vice 
president  went  on  that  trip,  got  the  bill,  and  the  bill  was  about 
double  what  it  would  have  been  for  a  first-class  air  ticket  to  Paki- 
stan. 

Mr.  Barton.  This  was  after  the  trip. 

Mr.  Rogers.  After  the  trip  occurred.  So  he  got  a  bill  from  DOE 
after  the  trip,  because  he  mentioned  it  to  me,  "Look  at  the  size  of 
this  bill,  and  we  had  this  plane  that  was  terrible;  it  broke  down," 
and  all  of  the  things  like  that.  We  could  have  flown  commercial 
first-class  for  less  than  what  the  bill  was. 

Mr.  Barton.  Well,  that's  one  of  the  findings  of  the  Inspector 
Greneral. 

Mr.  Klink.  Would  the  chairman  yield  for  1  second? 

Is  that  the  famous  Madonna  jet  you're  talking  about? 

Mr.  Rogers.  I  believe  it  was,  but  it  was  not  well-received,  I'd 
say,  by  the  people  that  were  on  it. 

Mr.  Barton.  We  could  spend  an  entire  hearing  on  the  Madonna 
jet  and  may  have  to  yet  at  some  point  in  time. 

But  let  the  record  show,  again,  that  all  I'm  doing  is  quoting  the 
Inspector  Greneral's  draft  report.  But  four  different  methods  were 
made  on  travel,  arranging  of  travel,  arranging  of  reimbursements, 
so  each  trip  was  done  in  a  unique  way. 

Mr.  Rogers.  Yes. 

Mr,  Barton.  And  the  person  who  had  the  title  of  "trip  coordina- 
tor" within  the  Department  had  never  done  this  before,  had  no  ex- 
perience, and  yet  this  young  woman  was  given  the  responsibility  to 
arrange  these  multiple-site,  multiple-day,  multiple-participatory 
trips,  and  that's  one  of  the  problems.  But,  in  no  case  do  we  see — 
except  possibly  on  the  South  Africa  trip — ^that  a  real  effort  was 
made  at  full  cost  recovery  and  that  at  least  part  of  those  costs  were 
recovered  before  the  fact.  And  the  fact  that  you  all  didn't  get  your 
letters  of  invitation,  although  most  of  you  said  you  did,  that  in  it- 
self is  a  violation  of  the  Department  of  Energy  existing  regulations, 
not  proposed  regulations. 

Ms.  Bacon.  Mr.  Chairman,  if  I  might  respond  to  that 

Mr.  Barton.  Yes,  and  my  time  has  again  expired. 

Ms.  Bacon.  I  did  not  get  a  letter  of  invitation  for  South  Africa, 
but  that  was  because  I  was  added  at  the  last  minute,  if  you  will, 
so  I  got  the  invitation  over  the  phone.  I'm  confident  that  if  it  had 
been  earlier,  I  probably  would've  gotten  a  letter  of  invitation  as  I 
did  for  the  others. 

Mr.  Barton.  Well,  they  had  a  waiting  list  of  people  that  they 
had  pre-screened,  and  apparently  you  were  on  that  waiting  list. 
And,  apparently,  on  the  South  Africa  trip,  when  the  travel  charter 
service  threatened  to  cancel  the  flight  and  charge  the  Department 
$150,000,  then  you  were  1  of  at  least  10  people  that  were  called 
and  asked,  "Do  you  v/ant  to  go,  and  can  you  go,  and  can  you  get 
your  money  in?",  and  again,  all  of  that  is  very  ad  hoc  and  is  not 
within  regulations.  It  probably  is  not  a  criminal  violation,  but  it's 
certainly  an  unusual  way  to  conduct  Federal  business. 

The  Chair  would  recognize 

Mr.  Bakke.  Mr.  Chairman,  just  one  comment  on  one  thing  you 
said.  In  my  case  for  sure,  I'm  almost  positive  on  the  Pakistan  trip, 
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the  money  was  requested  ahead  of  time  and  paid  before  we  got  on 
the  plane,  before  I  got  on  the  plane,  for  sure. 

Mr.  Barton.  Well,  that's  the  way  it  was  supposed  to  have  hap- 
pened. 

Mr.  Bakke.  So,  it  wasn't  completely  true  about  all  the  rest  of 
them  because  we  paid,  I  know,  and  a  number  of  other  folks  did, 
too,  ahead  of  time  of  getting  on  the  plane. 

Mr.  Barton.  But  the  South  Africa  trip,  which  was  the  last  trip, 
was  the  trip  that  they  did  make  an  effort  to  get  recovery  before  the 
fact. 

Mr.  Bakke.  This  is  Pakistan,  the  second  trip,  and  we  paid  ahead 
of  time,  and  I  don't  know  whether  it's  the  right  number  or  not,  but 
we  paid  ahead  of  time.  It  was  a  terrible  plane — just  one  story,  be- 
cause I  think  it  would  be  interesting.  We  broke  down — ^you  prob- 
ably heard  that — in  Copenhagen  or  Stockholm,  what  was  it?  Co- 
penhagen, I  guess,  for  7  or  8  hours  and  there  was  no  food.  So,  I 
went  down  to  a  shop  and  found  three  smoked  salmons  and  some 
creme  cheese  and  crackers  and  shared  it  with  all  members  of  the 
delegation;  that  was  the  extravagant  flight  that  has  been  charac- 
terized by  a  number  of  people. 

Mr.  Rogers.  I  believe  the  price  tag  was  something  like  $6,000  to 
$8,000  for  that  plane,  so  I  don't  know  exactly  the  full  cost  recovery 
when  you  say  full  cost  recovery,  but  compared  to  commercial  air- 
lines and  everything  else,  it  was  an  expensive  flight. 

Mr.  Bakke.  And  the  seats  won't  recline. 

Mr.  Barton.  Well  again,  we  have  asked  for  the  decision  proce- 
dure and  the  decisionmaker  on  choosing  the  particular  plane  on 
each  of  the  particular  flights,  and  we  have  not  yet  received  that  di- 
rectly from  the  Department  of  Energy.  But  we  are  told  that  the 
reason  the  so-called  "Madonna"  plane  was  chosen  is  because  it  had 
the  facilities  so  that  people  could  meet  together  simultaneously  in 
flight,  and  the  decisionmaker  felt  like  that  was  important.  Accord- 
ing to  the  Inspector  General  and  I'm  speaking  from  memory,  but 
I'm  fairly  accurate  in  my  memory  most  of  the  time — no  flight  was 
totally  done  by  commercial  travel.  On  each  flight,  some  of  the  par- 
ticipants did  travel  on  their  own  commercially. 

Had  the  Department  used  the  least-cost  travel  decisionmaking 
authority,  the  travel  on  every  occasion  would  have  been  at  least 
half  of  what  it  was  and  on  some  of  the  occasions  would  have  been 
less  than  one-fourth  of  what  it  was.  The  plane  that  broke  down  cost 
at  least  2  to  3  times  what  a  commercial  flight  would  have  cost. 

With  that,  the  Chair  recognizes  Mr.  Klink  for  at  least  10  minutes 
because  I  took  at  least  10  minutes. 

Mr.  Klink.  I  thank  the  chairman  for  his  courtesy.  Since  it's  just 
he  and  I  left  here,  I  think  that  we  probably  can  take  a  little  extra 
time  because  we  really  do  need  to  get  to  the  bottom  of  some  of 
these  issues. 

If  there's  any  kind  of  partisanship  here,  I  think  that  what  your 
testimony  has  done  here  today  will  maybe  bring  us  closer  together. 
Let  me  make  it  very  clear,  it  is  my  position  as  a  Democrat  that, 
administratively,  there  were  deficiencies  in  the  way  these  trips 
were  handled.  There  is  no  question  about  that,  and  we  need  to  ad- 
dress those.  And  I'm  sure  that  when  the  Secretary  comes  here  to- 
morrow that  we'll  have  ample  time  to  hear  from  her  to  find  out 
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about  those  deficiencies.  To  my  knowledge,  though,  I  don't  know — 
and  let  me  have  a  show  of  hands — ^have  any  of  you  read  the  IG's 
report  at  all?  I  would  imagine  not,  and  so,  therefore,  you're  not 
really  here  to  testify  about  the  IG's  report  or  anything  that  is  found 
within  that  report. 

We  also  heard  from  the  chairman  and  my  colleagues  on  the  Re- 
publican side  today,  that  these  trips  are  beneficial,  that,  in  fact, 
there  is  some  benefit  in  the  DOE  doing  these  trips.  And  I'll  make 
it  very  clear:  It  is  my  recollection  from  the  last  trip  and  from  tak- 
ing a  look  at  these  quotes  that  were  used  quite  extensively  by  the 
vice  chairman  of  this  subcommittee  during  the  last  hearing,  that 
there  was  an  attempt  to  say  that  DOE  did  not  provide  assistance, 
that  DOE  did  not  play  a  significant  role  in  helping  your  companies 
and  other  companies  get  business.  And  I  hope  that  we  have  gotten 
beyond  that  today  with  your  testimony  here.  That  was  not  the  im- 
pression that  was  being  left  on  this  subcommittee  by  the  question- 
ing of  the  majority  during  the  last  subcommittee  hearing. 

That  said,  some  members  have  taken  to  the  floor  of  the  House, 
and  other  members  in  subcommittee,  and  have  talked  about  this 
trip  as  though  it  were  a  luxurious  trip,  have  talked  about  the  Ma- 
donna jet  as  though  you  were  traveling  in  some  rock-and-roll, 
movie-star  splendor.  That  was  the  impression  that  was  left  with 
the  public,  with  our  colleagues,  and  I  would  like  to  clarify  that  if 
I  could  now. 

And,  Mr.  Bakke,  since  you  started  a  response  to  the  chairman's 
question,  let  me  just  start  with  you  and  ask  the  other  people  to  just 
chime  in.  Keep  it  as  brief  as  you  can  because  I  would  like  to  cover 
some  other  territories,  but  describe  this  trip  in  terms  of  luxurious 
travel  and  the  amenities  that  you  had  on  this  trip. 

Mr.  Bakke.  Well,  certainly  the  trip  was  not  as  luxurious  as  I 
would  typically  take  in  a  business-class  travel  situation  on  United 
Airlines  or  any  other  airline  that  we  would  agree  to  travel  on.  In 
either  case,  either  the  Air  Force  jet  we  took  on  the  flight  to  India 
or  the  private  plane  that  was  taken  to  Pakistan — I  can't  say  for  the 
other  ones — this  was  in  no  way  luxurious,  and  people  worked  their 
tails  off  all  night  long.  It  was  miserable,  and  especially  in  the  pri- 
vate jet  because  the  seats  wouldn't  recline.  They  were  set  up  so 
that  you  could,  in  fact,  talk  to  all  four  people,  but  you  also  had  four 
behind  you  and  you  couldn't  put  the  seats  back.  I  was  not  particu- 
larly happy — not  that  I  don't  like  Mr.  Hart,  but 

Mr.  Klink.  Is  there  anyone  that  disagrees  with  Mr.  Bakke's 
characterization  that  the  trip  was  non-luxurious? 

Mr.  Fryling.  No. 

Ms.  Bacon.  No. 

Ms.  Marvin.  No. 

Mr.  Hart.  No. 

Mr.  Rogers.  No. 

Mr.  Little.  No. 

Mr.  Karas.  No. 

Mr.  Klink.  Let  me  move  on  to  some  other  things.  Clearly,  as  I 
mentioned,  it  is  our  position  that  there  were  administrative  prob- 
lems with  the  way  these  trips  were  handled.  I  think  we  have  to  re- 
member also,  from  the  discussions  that  we've  had  at  other  hear- 
ings, that  the  Department  of  Energy  in  this  instance  was  inventing 
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the  wheel;  this  is  something  that  had  not  been  done  before  by  other 
Secretaries  of  Energy  so,  you  know,  they  were  going  into  something 
that  this  Department  had  not  done  before.  I  don't  know — and  I 
want  to  get  back  to  this — we're  left  here  with  members  trying  to 
create  an  image.  And,  indeed,  I  admit  again,  some  things  were 
done  wrong — let's  fix  them — ^but  we  try  to  go  overboard  in  trying 
to  say  that  there  was  absolutely  no  benefit  with  this  list  of  quotes. 

And,  clearly,  it  seems  to  me — and  I  don't  know  who  put  this  list 
together,  and  it  may  not  be  important  at  this  time,  but  I  would  like 
to  submit  for  the  record  an  August  8,  1994  letter,  Mr.  Chairman, 
to  President  Clinton. 

[The  letter  referred  to  follows:] 
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August  8.  1994 

Tlie  HoDOOble  Bill  CGmaa 
PresidcQt  of  itae  United  Stales 
The  White  House 
Ws:aua«t0lL  D.C 

Dear  Mc  Ptesideat: 

Thta  ''•w'T  is  bctng  wniica.by  die  iodostfy  iciacseinBavcs  of  die  Ficsidentuil  Musion  on 
Sostaiooble  Eoctgy  and  Ttalc  to  Infia  wfakii  icunndi  us  (be  Uniied  Stales  Joty  14.  1994.  We 
believe  »h^  ifae  ^i^-gatinn  jxa  oompoadoo,  wit«i<vi  objectives  and  oatcomes  sboold  be  used  ax 
a  modd  for  futute  (cade  «niTT«*<n<.  Of  paitioilar  unpottaflce  vna  the  leagifa  of  dmc  Spaa,  wiifa 
Indian  tcpieseaatives.  Hie  «<oclc4ang  dantion  baih  suoog  iciadonships  dial  are  the 
undetpinning  of  the  lodo-U^S^bosmess  paitDcohip. 

'llv^<lrJ«^tioa  was  bocn  oat  of  a  oonimiimeni  that  yon  made  to  Iodine  Minister  Rao  oa  May  18. 
(994.  Its  nissioa  was  to  establish  a  loQg-«eim  zekdonship  between  our  natioiis  for 
cnviroiunentally'-fiaand  sustainable-energy  piojecL<;.  Specific  business  and  govcnuncnt  objectives 
wete  identi&cd  piior  tn  our  anival  in  India.  The  delegation  was  composed  of  gov^sunent, 
indosoy.  aod  noo-^venuncnt  officials.  The  makeup  of  the  group  ensured  tfant  -there  woe 
balanced  inicicsts  represented  and  that  the  actions  of  the  members  woe  coordinated  and  - 
consistcm  with  tbe  ovecall  tousion  .^rategy. 

Tlic  iiidu^uy  cualuion  is  pocsoinf  Z  Urge  nomber  of  prnjeas  that  span  the  feasibility  stage  to  the 
prc-implenieatatiou  siii{>e.  The  projca  values  range  from  under  J I  million  to  $23  billion  and 
involve  the  cxpoa  of  tcduioloKy  and  services,  as  wrcll  as  the  Orst  Ucparonwii  ot  Energy  jo'nt 
implcocnuition  project.  Ilowcvcr,  the  suuxssful  execution  of  (he  current  and  future  pmjectK  has 
been  hindered  by  a  number  of  issues  that  roquirc  liuiciy  rcsuludon  by  both  govcnuncnts.  A  key 
ohjectivc  of  the  delegation  was  to  help  resolve  such  issuci. 

The  success  of  the  mission  far  exceeded  the  expoctations  of  the  companies  repfesciilcd.  A  strong 
partTvrship  has  been  forged  with  our  Indian  countetpons  that  will  continue  to  flourisli.  A 
summary  of  the  <pejciflc  results  are  attached  in  Exhibit  A 

Equally  important  as  the  succes:;  of  specific  projects,  a  govemracnt-tfi-govcmracni  dialogue  was 
licgun  tn  rostci  Iivliaii  politics  (luu  meet  (be  objccnvcs  of  both  the  US.  delegation  and  (be  Indian 
people.  We  believe  that  the  United  Suiics  has  a  unique  opportunity  in  (his  new  Indo-U.S. 
.<;ostainablc  development  paitnccship  to  improve  peace  and  stabUiiy  in  (he  sub-coatincnt  and  Asia. 
as  progress  is  made  in  (he  iniendatcd  areas  of  energy,  eoouuiuics.  cnviiuiunent  aiid  cdocanon 
in  India. 

We  cannot  say  enough  about  the  leodershq)  of  Socictaiy  of  Energy  Hazel  O'Lcary.  Shcwasafalc 
to  develop  a  relationship  of  trust  between  her  Indian  eotmterpaits  (hat  was  die  cornerstone  of  the 
mission's  success.  She  balanced  U.S.  nadonal  interests  and  our  business  objccdvcs  with  a 
commitment  to  the  Indian  people  that  our  projects  would  be  designed  to  ftdfill  the  needs  of  the 
couzUry.  Good  business  acumen  coupled  with  (he  tecognidon  of  social  needs  won  (be  trust  of 
tbe  Indian  officials  and  delivered  the  deaced  iiidnstty  results. 

We  recommend  that  Sccictary  O'l^Jiry  play  a  substantial  role  in  the  continuing  work  involved 
with  this  missioiL  It  k  our  view  that  tlv.  specitic  expertise  of  die  Department  of  Energy 
pctsonncL  as  il  applies  (o  die  increa.sing  cner^gy  and  environmental  leqoiicments  of  developing 
nations,  was  invaluable  and  Is  critical  to  the  ongoing  suooess  of  the  lndo4JJS.  partnership. 

We  fed  pruud  to  be  American  rjrirm^  and  appiedaie  the  opporauuiy  to  partner  wirh  our 
};ovcnuncnt  io  a  way  that  serves  all  of  oar  interests. 

SiiKxrdy,  .  _^ 

Nancy  M.  Bacon  Dennis  W.  Oakke 

Senior  Vice  President  Prcsidcu  and  CEO 

Energy  Conversion  Devices.  In&  The  A£S  Corporadon 
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^^y^Sf^42^'         CpHt^j  ^.  i^- 


.Scntt  Bayman 

President  and  CEO.  GE  India 

GE  Inienjadonal  Operations  Co. 


James  W.  Cook 

Hresident  and  CEO 

CMS  Generation  Company 


>S^'5<7 


Sonjn  Ebron 

President 

Solar  Power  and  Light,  Inc. 


Rdnicr  ILI.II.  Lock,  Esquire 
LcBrtcuf,  Lamb,  Greene  &  McRac 


[M^'       ^^2^  j.^;;z^u^ 


Amai  M.  Mansonr 
Chainnan  of  the  Board  and  CEO 
Mantifocnuing  &  Technology 
Coaverdon  International,  Inc. 


\j> . 


(/ 


f\/MM^ 


Undx  A.  Maivin 
Acting  Hmadent 

Loddieed  Enviroamental  Systems 
and  Technologies  Co. 


y<^^ 


rr 


Lawrence  T.  Papay 
Senior 'Wcc  Presideot  &  Manager 
of  Research  &  Development 


A.  V.  Mohan  Rao 

Vice  Fresident.  Marioeting 

Spectrum  Power  Generation.  Ltd. 


Lotus  Martaiano 

Director,  Stratc^c  Advisory  Services,  Global  Power 

MdiiU  Lyndi  &  Co. 


ftaa  MoCbesney 

OiiBCtor  of  Business  Dcvdopmcnt 

Commaniiy  Hneigy  Alternatives 

Daniel  Railack 

Manager,  Lttanational  Business  Dcvelopnicai 

SRCIntctnational 

Robert  a  Eggleston 

Preddest 

EPH  Coal  Company 

North  American  Division 


(^■^■hr'  i^iiA}4 


Clurlcs  F.  Gofl 

Presidcni  &  Chief  Executive  OfGixr 

Desiec  Energy,  Inc. 


LisaR.  Gucd 

Vice  Piesideni 

Solar  Povw:r  and  Litifai.  Inc. 


Walter  J.  Hesse 
President  and  CEO 
ENIW-'H,  Inc. 


Paul  C  Johnson 

President,  Soudi  Asia  Region 

Martin  Maricns  intcmaiional.  Inc. 
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/liV 


RameshKapur 

MBD-TECH  Modical-Tcdiiucal  Gnscs 


Martin  Kkppcr,  Esqoire 

Pditoer 

Skadden,  Aq>$,  Shsa,  Meagher  &  Horn 


/^J^^-        P^4'-^^ 


Velio  S  Kiioidmui 
Pmeutent 

Advanoed  Rfisonices 
IntanadonaL  loc 


Roger  G.Liale 
Presideiu. 
Spbe  Cdipondoa 


intanaaonaL  inc.  a 


George  Ridaiid 
Pitsidcst  and  ceo 
Sktneas  Solar  Indosldcs 


FredCScfaalte 
President  and  CEO 
Elgm  National  Industnes 


Ori«n  O'Sullivtui 
Managing  Diicctor 
Cannon  Power  Coiponlion 


EHeaS-Roy         C^ 

Vioc  Preaidcat  of  Govcnnncal  Rdaliooa 

Intercoatinental  Energy  Onmp 

i 

Nixan}an  S.  Shah 

CEO 

Globetrotters  Engineering  Cotporaiion 


George  i.  Stcizingcr 

MatuiKcr,  Biuiuasi  to  Eiietgy  Division 

Future  Eocrgy  Resources  Company 


1^^(40^ c/(^^On^f^^^  %M,^  k-^^ 


Richard  L.  Tbompsoa 

Chief  Executive.  Engine  Division 

Caterpillar.  Inc. 


'  Cliadcs  A.  TWbanlt 
Quiaaan,  Stniesic'AdvlstJiy 

Services.  OMnI  Power 
Menffl  Lyndi  &.  Co. 


Toowe  iL  Tbom 

Secdur  Vice  President.  Govcnunent  Affairs 

EmuoCuip. 


Ishnq  M.  Shahiyar 

PKsiilent  and  O^  Executive  OfGocr 

Sotec  Inietnational.  Incorporated 
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Mr.  Klink.  This  letter,  as  I  understand  it,  was  circulated  by  Ms. 
Marvin.  It  is  signed  by  Ms.  Bacon,  Mr.  Bakke,  Ms.  Marvin,  Mr.  Lit- 
tle, among  other  people  who  participated  in  these  trips,  and,  clear- 
ly, in  this  letter  it  makes  it  very  clear  in  the  next  to  the  last  para- 
graph: "It  is  our  view  that  the  specific  expertise  of  the  Department 
of  Energy  personnel  as  it  applies  to  the  increased  energy  and  envi- 
ronmental requirements  of  developing  nations  was  invaluable  and 
is  critical  to  the  ongoing  success  of  Indo-U.S.  partnerships."  If  any- 
one who  had  prepared  these  quotes  had  read  this  August  8,  1994 
letter,  they  would  know  that  this  is  a  misrepresentation  of  the  com- 
panies who  signed  this  letter  2  years  earlier.  That  is  my  point,  and 
we  don't  want  to  get  into  that.  We  have  people  who  are  both  Re- 
publicans and  Democrats  who  signed  this  letter.  This  is  not  a  par- 
tisan document. 

And  so,  you  know,  I  want  to  have  to  ask  you,  something  bothers 
me  sitting  here  talking  all  the  time  about  how  much  Government 
should  be  getting  into  our  business,  and  we  have  this  discussion  a 
lot  as  to  whether  or  not  Washington  knows  best.  We  finally  have 
something  where  a  Secretary  of  Energy  does  something  that  ap- 
pears to  be  very  good  for  business,  opens  the  door,  helps  to  make 
things  happen  that  could  create  jobs,  could  create  wealth  for  indi- 
viduals who  live  in  this  country,  and,  yet,  I  see  very  important  peo- 
ple from  very  important  companies  sitting  before  this  subcommit- 
tee answering  questions  about  accounting  details  that  occurred 
months,  if  not  years,  ago. 

Does  this  give  you — and  I'll  start  with  Mr.  Fryling,  and  let  me 
just  ask  each  of  you  for  your  response.  What  kind  of  chilling  effect 
does  this  have  on  your  desire  in  the  future  to  work  with  the  U.S. 
Government  and  have  any  Secretary  of  any  department,  whether 
it's  Energy,  Commerce,  Secretary  of  State,  work  with  your  company 
in  the  future? 

Mr.  Fryling.  I  think  for  my  company  to  be  successful  we  need 
that  kind  of  assistance.  In  my  view,  the  Government  creates  the 
most  value  in  the  beginning  of  a  transaction  in  building  relation- 
ships and  at  the  end  of  a  transaction  in  making  the  deal  happen. 
And  without  it,  it's  a  very  difficult  world  that  we're  trying  to  run 
a  race  in  with  one  leg. 

Mr.  Klink.  Before  I  continue,  Mr.  Fryling,  I  noticed  that  you  con- 
cluded your  statement  saying  the  problems  that  have  been  identi- 
fied at  DOE  are  significant,  but  are  fully  correctable  through  ad- 
ministrative remedies  and  strict  congressional  oversight  and  should 
not  be  allowed  to  obscure  the  value  of  DOE's  trade  missions.  Can 
I  ask  you  just  to  expand  upon  that  briefly? 

Mr.  Fryling.  Yes,  I  believe  that  what  you  have  is  administrative 
problems.  There's  a  learning  curve  in  doing  this  business.  When  we 
first  started  international  business  and  travel,  we  did  not  do  things 
efficiently,  either.  It's  a  learning  experience.  These  things  have  to 
be  corrected,  and  they  should  be,  but  to  basically  say  that  these 
things  are  not  valuable  is  just  totally  incorrect. 

Mr.  Klink.  We'll  continue  down  the  line  here. 

Ms.  Bacon.  I'd  like  to  underscore  what  the  last  speaker  said.  I 
think  that  the  Secretary  of  Energy  and  the  DOE  and  their  staff  has 
done  an  extraordinary  job,  not  just  on  these  missions,  but  they  go 
far  beyond  that  because  there's  the  follow-up  as  well.  They  bring 
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some  special  expertise  to  this,  being  from  the  Energy  Department, 
in  being  able  to  relate  to  some  of  these  foreign  governments,  and 
I  think  it's  certainly  been  invaluable  for  my  company,  and  I  see  it's 
going  to  happen  in  the  future. 

Ron  Brown  was  a  tremendous  gentleman  and  he  did  a  wonderful 
job  for  this  country  as  well,  but  Secretary  O'Leary  can  bring  the 
expertise  of  energy,  so  when  you're  talking  about  high-tech  busi- 
nesses and  energy,  and  particularly  renewable  energy,  it  brings  to- 
gether something  that  I  think  you  can't  get  without  that  kind  of 
involvement.  And  it  goes  beyond  these  couple  of  missions.  I've  also 
been  with  her  in  the  Soviet  Union — or  actually  Russia  now — and 
she's  been  very  helpful  there;  that  was  on  a  Gore-Chemomyrdia 
conference.  So,  I  think  the  undercurrent  of  what's  going  on  with 
these  expenses,  while  they  need  to  be  fixed,  we  shouldn't  lose  sight 
of  the  extraordinary  job  that's  going  on  and  how  the^re  helping 
American  business,  which  is  going  to  be  good  for  all  of  us. 

Mr.  KiilNK.  Just  commenting  to  the  chairman,  what  you're  saying 
is  you  wouldn't  have  the  same  kind  of  expertise  if  these  trips  were 
only  to  be  run  through  Commerce  or  State. 

Ms.  Bacon.  Absolutely,  absolutely. 

Ms.  Marvin.  I'm  going  to  make  my  comments  brief  because  I 
agree  with  the  prior  two  speakers,  and  I'd  like  to  add  that  the  more 
of  these  missions  that  we  can  take,  whether  it  be  with  the  Depart- 
ment of  Energy,  the  Department  of  Commerce,  whomever,  the  bet- 
ter it  is  for  American  industry.  So,  if  we  believe,  again,  in  the  free 
market  and  supporting  our  industry  to  penetrate  the  international 
markets,  we  should  continue  these  missions  and  spend  Government 
money  because  it's  very  well  spent.  It  returns  revenue  back  here 
to  the  United  States,  and  jobs. 

Mr.  Klink.  Mr.  Hart. 

Mr.  Hart.  I  often  say,  when  I'm  talking  to  our  board  of  directors, 
that  the  projects  that  we'd  like  to  develop  are  those  inside  the  Loop 
in  Houston.  It  would  be  easier  for  us;  the  travel's  easier;  the  lan- 
guage is  the  same;  the  currency  is  understandable.  Unfortunately, 
the  opportunities  aren't  there,  and  that's  why  we're  doing  what 
we're  doing.  For  most  of  us,  I  think,  from  the  energy  sector,  inter- 
national business  is  new.  I  don't  think  any  of  our  companies  were 
outside  the  United  States,  say  10  years  ago. 

The  Congressman  from  Idaho  mentioned  that  he  tried  to  look 
into  past  trade  missions  and  found  few.  There  probably  aren't  as 
many  before  now  as  there  are  now.  This  is  for  all  of  us  something 
new;  it's  for  all  of  us  something,  I  think,  very  important.  There  are 
bound  to  be  mistakes;  we'll  make  mistakes.  I  think  Vic  is  just  dead 
right.  The  first  trips  we  took  were  not  nearly  as  efficient  as  the 
trips  we're  taking  now,  and  I  hope  in  2  or  3  years  that  our  effi- 
ciency of  developing  projects,  negotiating  contracts,  and  implement- 
ing projects  will  be  better  still. 

Mr.  Bakke.  We  think  Texas  is  international  in  our  company. 

I  agree  with  everything  that  my  colleagues  have  said,  but  let  me 
just  add  one  more  thing — and  I  think  this  is  going  to  hurt  in  some 
respects — ^but  as  a  former  Federal  employee  and  knowing  how 
these  things  work  and  because  of  my  discussions  with  the  Sec- 
retary and  a  number  of  other  folks  in  the  Department  of  Energy 
and  probably  the  Department  of  Commerce  as  well,  I  daresay  this 
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investigation  and  the  way  it's  been  carried  out  has  done  more  to 
make  sure  that  these  kinds  of  trips  will  not  occur  in  the  future 
than  anything  you  could  possibly  have  done. 

Mr.  Barton.  I'll  agree  with  that. 

Mr.  Bakke.  And  I'm  sorry  about  that,  but  that's  my  opinion. 

Mr.  Barton.  Well,  I'll  agree  with  that;  I'll  agree  with  that. 

Mr.  Klink.  Does  everyone  else  agree  with  that? 

Mr.  Barton.  We  don't  want  these  kinds  of  trips  to  occur  because 
they  have  been  so  slipshod,  so  non-accountable,  so  wasteful,  but 
that  doesn't  mean  that  if  the  reforms  can  be  implemented  and  we 
can  actually  do  the  procedure  right,  that  we  don't  want  to  do  more 
international  trade  missions.  We're  not  trying  to  stop  trade  mis- 
sions. 

Mr.  Bakke.  I  understand  that's  what  you  want,  Mr.  Chairman. 
I'm  just  telling  you  my  opinion,  as  a  former  employee  and  as  a  pri- 
vate party  involved  in  this  town  for  a  long  time,  and  from  my  con- 
versations with  the  current  executives  of  the  Government,  that 
your  work  here  will  not  have  the  effect  that  you're  talking  about. 
Yes,  there  will  be  some  things  cleaned  up;  that  is  important.  But, 
you  also  have  a  very  chilling  effect  on  anyone  taking  any  kind  of 
risk  that,  in  fact,  the  Secretary  had,  to  start  anything  new  or  go 
to  any  new  kind  of  place  where,  in  fact,  there's  some  chance  that 
they're  going  to  get  called  on  the  carpet  and  be  run  through  the 
press  and  be  embarrassed  in  front  of  their  boss  and  before  the 
American  people  as  this  committee  has  done. 

Mr.  Klink.  Before  Mr.  Rogers  answers,  I'd  just  like  to  add  one 
thing,  and  that  is  that  in  the  document  I  introduced  earlier,  which 
the  chairman  had  introduced  at  the  previous  hearing,  these  quotes 
were  not  about  process.  This  wasn't  about  the  administration  or 
the  administrative  failures  of  the  Department  of  Energy.  This  was 
about  whether  or  not  DOE  performed  a  service  to  the  businesses 
that  went  on  those  trips,  if  there  was  anything  positive  that  came 
out  of  that.  That's  what  this  quote  was  about.  And  I  think  that  is 
what — Mr.  Bakke,  if  I  can  paraphrase  you — that's  what  you're  talk- 
ing about  as  a  chilling  effect.  Because  everything  about  these  trips, 
whether  they  were  effective,  the  kind  of  travel,  how  luxurious,  ev- 
erything has  been — we've  used  a  scattergun  approach  to  this,  and 
I  agree.  And  I  appreciate  your  answer  because  that's  where  I  want- 
ed to  go  with  this  question.  I  think  that  this  sends  a  very  bad  mes- 
sage to  the  businesses  that  participated  in  this. 

Mr.  Rogers,  go  ahead  and  pick  up. 

Mr.  Rogers.  I  have  three  comments.  First  of  all,  what  is  the  role 
of  Government?  I  mean,  when  we  look  at  international  markets, 
we're  really  seeing  markets  in  transition,  and  particularly  when 
you  talk  about  the  power  sector.  These  utilities  are  generally  run 
by  government,  so  we're  not  dealing  with  business-to-business;  it's 
a  lot  of  times  business-to-government.  And  so  many  times  there  is 
a  very  positive  role  for  Government  to  play. 

Mr.  Klink.  Mr.  Little. 

Mr.  Rogers.  I've  got  a  couple  of  more  things  to  say;  I  was  just 
waiting  for  Mr.  Barton. 

Mr.  Barton.  Oh,  I'm  sorry. 

Mr.  Rogers.  So,  I  guess  to  summarize  that,  Mr.  Barton,  is  that 
there  is  a  role  for  Government  because  we're  not  dealing  directly 
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business-to-business.  When  we  go  overseas,  we're  dealing  business- 
to-govemment.  And  many  times,  as  I'm  sure  in  Texas,  they  don't 
want  the  perception  of  the  wolves  that  design  the  hen  house  when 
they're  talking  about  the  private  executives  that  want  to  come  do 
business  in  the  power  sector.  They'd  like  to  talk  to  a  U.S.  Grovem- 
ment  official  about  it  rather  than  the  person  who  is  over  there,  os- 
tensibly, that  has  a  profit  motive. 

And,  second,  I  guess  a  lot  about  business  is  about  relationships; 
it's  not  about  numbers.  When  you  go  into  business  with  someone 
or  are  doing  deals  with  people,  it's  not  because  you  can  get  the  best 
deal;  a  lot  of  it  is  about  relationships,  and  I've  personally  observed 
the  Secretary  of  Energy  at  work  in  India  and  Pakistan.  She's  tre- 
mendously knowledgeable;  she's  extremely  charismatic.  I  mean,  it's 
the  type  of  person  that  can  develop  quickly  a  relationship  such  that 
she  can  be  respected  by  the  people  as  well.  So,  say  in  our  industry, 
the  hydropower  industry,  she  can  sit  with  the  prime  minister  of 
Pakistan  and  say,  "You  know,  your  hydropower  policy  needs  some 
changes,  and  here's  why",  and  she  can  do  that  with  authority  and 
do  that  with  respect,  with  a  personal  relationship  having  been  de- 
veloped and  with  having  been  there  and  talked  to  the  people  along 
those  lines.  So  that's  important,  and  I've  seen  her  at  work  do  great 
things. 

The  third  is  the  question  of  the  chilling  effect.  I  think,  clearly, 
there  is  a  chilling  effect.  For  a  Government  official,  what's  the  up- 
side to  taking  a  trade  mission?  If  you're  them,  you  take  a  bunch 
of  executives  along.  They're  not  going  to  get  a  big  promotion  on  the 
thing.  It's  no  upside  and  probably  all  downside  because  it  can  only 
get  screwed  up,  and  the  best  you  can  hope  for  is  that  it  goes  well 
and  maybe  people  will  come  back. 

So,  when  you  look  at  a  situation  like  this  in  these  hearings  and 
investigations,  I  think  people  would  think  long  and  hard  before 
they  even  thought  of  traveling  on  any  missions,  and  I  think  if  we 
look  10  years  ago,  there  weren't  very  many.  How  many  have  there 
been  in  the  last  6  months,  and  how  many  are  there  planned  in  the 
next  6  months?  The  answer  to  that  may  be  very  low  or  zero.  I  think 
it  is,  and  I  think,  secondarily,  that  the  people  are  going  to  be  con- 
cerned. Private  people  are  going  to  be  very  reluctant  to  participate 
in  them,  governments  are  going  to  be  reluctant  to  take  them,  and 
from  the  private  sector,  also,  they're  going  to  be  reluctant,  wonder- 
ing what  interaction  with  government  officials  that  be  subse- 
quently criticized — Did  they  work  with  this?  What  happened  here? 
And  I  think  it's  a  big  problem. 

Mr.  Little.  I'm  prepared  to  travel  with  the  DOE  on  a  similar 
mission  tomorrow,  and  I  really  don't  get  too  concerned  about  minor 
accounting  errors. 

Mr.  Barton.  It's  only  several  million  dollai-s. 

Mr.  Karas.  Out  of  $20  billion. 

Mr.  Barton.  Out  of  $20  billion,  out  of  $126  trillion.  My  obliga- 
tion is  to  the  people  of  the  United  States,  to  protect  the  tax  dollars. 
Nobody  on  either  side  of  the  aisle  is  questioning  the  benefit  of 
these  missions  potentially,  but  I  am  questioning,  as  subcommittee 
chairman  of  the  Oversight  Committee,  the  way  they  were  con- 
ducted and  the  amounts  of  dollars  that  were  spent. 
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Mr.  Klink.  Mr.  Chairman,  if  you  could  yield  for  1  second — ^you're 
not  calling  into  question  the  benefits  of  these  today,  but  at  previous 
hearings,  again  through  this  document,  these  trips  were  called  into 
question.  They  were  specifically  called  into  question,  and  some  of 
these  companies  were  called  into  question  as  to  whether  or  not 
they  saw  any  benefits  to  this. 

Mr.  Barton.  It's  actually  Mr.  Karas's  time — ^but  we  questioned 
the  benefits  of  the  mission  because  the  Department  of  Energy 
claimed  tremendous,  quantifiable  benefits  that  on  the  surface 
didn't  seem  reasonable.  And  since  we  questioned  that,  the  amount 
of  benefit  that  is  quantifiable  has  fallen  at  least  by  an  order  of 
magnitude  of  10,  and  I'm  not  talking  about  the  intangibles.  We  ac- 
knowledge the  relationships  that  Mr.  Rogers  talks  about  and  the 
long-term  nature  that  Mrs.  Bacon  talks  about.  We  understand  that. 
Nobody's  questioning  that. 

The  only  reason  we  questioned  the  quantifiable  benefits  was  be- 
cause the  early  claims,  and  even  as  recently  as  3  or  4  months  ago 
the  continuing  quantifiable  claims,  appeared  to  be  much  more  ex- 
cessive than  occurred  in  reality.  And  their  testimony,  generally, 
verifies  that,  but  they  all  say  that  they  did  receive  some  benefits, 
all  intangibly  and  most  of  them  tangibly.  One  gentleman  in  par- 
ticular, I  think  Mr,  Rogers,  actually  points  to  a  power  program  that 
he  feels  would  not  have  happened  if  he  had  not  have  participated. 
That's  the  only  reason  we  went  down  that  quantifiable  trail;  it's  be- 
cause the  administration  raised  that  flag. 

Mr.  Klink.  Again,  if  I  could  just  ask  Mr.  Karas  to  jdeld  for  a  sec- 
ond— Mr.  Chairman,  the  problem  here  is  that  we're  doing  some 
harm.  We're  doing,  I  think,  more  harm  to  business  and  to  the  flow 
of  tax  dollars  back  to  the  United  States  and  the  ability  of  the  peo- 
ple of  this  country  to  hold  a  job  and  to  contribute  to  society  than 
we  are  doing  good  by  chasing  through  this  prolonged  period  these 
amounts  of  numbers.  Mr.  Rogers's  company  alone  has  done  almost 
$1  billion  worth  of  business,  so  there  is  no  question  that  we  are 
talking  business  in  the  billions  of  dollars.  We  have  heard  testi- 
monies about  how  large  the  energy  business  is  going  to  be  in  the 
next  coming  decades  in  that  part  of  the  world  where  these  trips  oc- 
curred, versus  what  it's  going  to  be  domestically.  There's  an  incred- 
ibly large  business  there  that  dwarfs  the  potential  for 

Mr.  Barton.  All  the  more  reason  to  do  it  right. 

Mr.  Klink.  Absolutely,  and  we  agree  to  do  it  right.  But  it  is  very 
apparent,  again,  through  the  direction  that  earlier  hearings  have 
gone,  that  there  was  an  attempt  to  say  that  DOE  should  not  have 
a  role  in  this  at  all,  that  DOE  was  not  effective  at  all,  that  DOE 
had  absolutely  no  credit  at  all  for  anything  that  has  occurred.  And 
I  think  that  that  matter  has  been  set  straight  today,  from  our  per- 
spective. We  on  the  Democratic  side  will  agree  with  the  Repub- 
licans completely  that  someone  at  DOE  needs  to  have  their  fingers 
slapped.  There  is  a  problem  over  there.  Administratively  there  is 
a  problem,  and  we  look  forward  to  working  with  you  to  solve  those 
problems,  but  to  use,  again,  a  too  well-worn  phrase — and  I  hesitate 
to  use  it — we  are  on  the  verge  of  throwing  the  baby  out  with  bath 
water.  I  don't  know  a  better  way  to  put  it;  I'd  choose  almost  any 
other  phrase  if  I  could,  but  it  says  it  the  best.  And  I  think  that 
that's  what  all  of  these  businesses  are  trying  to  tell  us. 
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Mr.  Barton.  Well,  let's  let  Mr.  Karas  give  his  statement,  then 
we're  going  to  recognize  Mr.  Dingell,  who  has  returned,  for  10  min- 
utes. 

Mr.  Karas.  I  don't  think  I  could  say  it  any  better  than  Mr.  Klink. 
I  absolutely  agree  with  everything  that  he  just  said. 

Mr.  Barton.  Okay.  The  Chair  would  recognize  Mr.  Dingell  for  10 
minutes. 

Mr.  Dingell.  Mr.Chairman,  I  thank  you.  I  have  been  listening 
now  for  a  goodly  period  of  time  to  talk  about  luxury  travel  on  lux- 
ury aircraft,  staying  at  luxury  hotels,  spending  huge  amounts  of 
public  money,  ineffectiveness  of  the  business  accomplished  by  the 
Department  of  Energy,  lack  of  support  for  all  of  the  industries  that 
traveled  over  there.  I'm  curious,  was  there  travel  on  a  luxury  air- 
craft? I  missed  that.  I  really  wanted  to  hear  about  that  aircraft  be- 
cause I  was  thinking,  you  know,  if  I'm  ever  going  to  travel,  I  ought 
to  travel  on  an  aircrs^ft  like  that.  Tell  me  about  that  aircraft,  if  you 
please. 

Mr.  Bakke.  You  want  me  to  tell  about  the  aircraft  again,  Mr. 
Dingell?  You  wouldn't  want  to  be  on  it. 

Mr.  Dingell.  I  missed  it,  so  I  want  to  hear  about  it.  I  under- 
stand it  was  one  which  had  been  owned  by  some  Arab  potentate 
or  a  rock  star  or  something  of  that  kind  and  was  luxuriously  ap- 
pointed. 

Mr.  Bakke.  I  don't  think  that  any  rock  star  ever  owned  it;  maybe 
she  rode  on  it  at  one  time.  It  was  an  okay  plane.  It  was  originally, 
I  think,  set  up  to  fly  people  from  the  east  coast  to  west  coast,  and 
it  was  kind  of  a  new  thing  that  they  were  going  to  try,  to  make 
it — supposedly — an  all  first-class  kind  of  an  airplane  flying  from 
the  west  coast  to  the  east  coast,  and  it  didn't  work  out.  But  the 
plane  was  not  very  new.  It  broke  down,  and  everybody's  heard  the 
stories  of  that.  When  we  were  on  our  way  back  from  Pakistan,  the 
seats  did  not  recline  far  enough  to  allow  you  to  sleep.  It  was  prob- 
ably no  problem  because  the  Secretary  made  us  work  all  night  long 
anyway,  and  she  also  did,  although  I  think  she  got  a  couple  of 
hours  sleep.  But  most  of  us  couldn't  have  slept  even  if  we  wanted 
to  because  the  plane  was  not  that  kind  of  facility. 

No,  this  was  not  luxury.  It  has  nothing  to  do  with  luxury.  That 
was  the  interesting  thing,  when  I  heard  that  reported  in  the  press, 
that  this  was  some  luxurious  airplane  that  we  flew  on.  It's  cer- 
tainly not  as  good  as  any  of  us  fly  on  a  commercial  basis. 

Mr.  Barton.  Would  the  gentleman  yield? 

Mr.  Dingell.  Of  course,  I'm  happy  to  yield. 

Mr.  Barton.  Obviously,  the  participants  feel  like  that  plane  was 
not  what  it  could  have  been,  but  I  think,  to  be  balanced  in  this 
hearing,  the  plane  was  chosen  for  at  least  3  of  the  4  trips  and  cost 
3  to  4  times  on  each  trip  what  commercial  equivalent  fare  would 
have  cost.  So,  for  the  people  that  had  to  endure  the  hardship,  they 
were  paying  over  4  times  as  much,  and  for  whatever  reason,  they 
had  to  do  it  on  3  of  the  4  trips. 

Mr.  Fryling.  Mr.  Chairman,  I  think  that  when  you  look  at  logis- 
tics in  moving  in  some  of  these  countries,  you  think  in  terms  of  our 
availability  of  seats  on  aircraft  and  multi-flights  per  day  in  the 
United  States.  In  India,  for  example,  I've  had  times  when  I've  had 
to  sit  for  3  days  to  get  a  seat  on  a  plane,  and  it  is  very,  very  dif- 
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ficult  to  secure  any  kind  of  seating.  And  if  you're  going  to  have  a 
mission  that  goes  to  more  than  one  city,  it's  impossible  to  do  it  by 
typical  commercial  aircraft.  So,  having  lease  aircraft  to  do  multiple 
city  visits  is  totally  within  the  bounds  of  what  it  takes  to  make 
these  things  happen.  And  moving  around  cities  or  around  countries 
is  not  the  same  as  moving  around  the  cities  and  States  of  the  Unit- 
ed States. 

Mr.  Klink.  Would  Mr.  Dingell  yield  for  10  seconds? 

Mr.  Dingell.  Thank  you,  Mr.  Chairman. 

Mr.  Klink.  Mr.  Dingell,  would  you  yield  for  10  seconds? 

Mr.  Dingell.  Oh,  sure. 

Mr.  Klink.  Thank  you. 

One  of  the  things  I'd  like  to  point  in  response  to  not  only  that, 
but  it's  kind  of  confusing  to  me  because  the  CODELS,  the  congres- 
sional delegations,  when  they  travel,  and  a  lot  of  other  cabinet  sec- 
retaries when  they  travel,  use  military  aircraft  which  are  much 
more  expensive  than  this  plane  is.  So,  I  thought  I  would  point  to 
the  little  confusion  there  in  the  rationale,  and  I  yield  back  to 
Chairman  Dingell. 

Mr.  Dingell.  I  want  to  thank  the  gentleman. 

I've  been  reading  here  something  that  I've  found  very  interesting, 
signed  by  three  of  my  colleagues  who  I  suspect  would  be  embar- 
rassed if  I  mentioned  their  names,  but  I'll  put  it  in  the  record  and 
ask  unanimous  consent  that  it  be  done. 

[The  information  referred  to  follows:] 

Congress  of  the  United  States, 
Washington,  DC,  December  15,  1995. 

Energy  Secretary  Hazel  OT-eary  Must  Go 

o'leary  expends  too  much  energy  wasting  taxpayers'  dollars  on  jet-setting 

JUNKETS 

Dear  Colleague:  Last  month,  we  found  out  that  Energy  Secretary  Hazel  O'Leary 
had  paid  $46,500  to  a  private  firm  to  figure  out  which  news  reporters  gave  her  the 
best  coverage.  Apparently  the  media  consultant  to  whom  she  had  paid  $250  a  day 
for  two  years  just  nadn't  done  the  job. 

Now  we  learn  that  the  Energy  Secretary  has  been  racking  up  millions  of  dollars 
at  taxpayer  expense  flying  herself  and  huge  numbers  of  staffers  around  the  world. 
While  enjoying  private  jets  and  luxiiry  accommodations,  she  has  spent  $2.6  million 
on  just  four  "trade  missions"  abroad,  m  addition  to  $3  million  spent  by  staff  during 
separate  journeys. 

The  Secretary's  extravagance  was  so  extreme  that  it  caught  the  attention  of  NBC- 
TV,  which  aired  a  special  report  on  her  spending  practices  as  part  of  its  series  on 
the  "Fleecing  of  America." 

Enough!  Please  join  us  in  co-sponsoring  a  House  resolution  calling  for  President 
Clinton  to  demand  Secretary  O'Leaiys  immediate  resignation.  The  question  is  not 
how  successful  her  expensive  journeys  may  have  been.  The  question  is  how  many 
taxpayer  dollars  are  needed  to  make  them  successful — and  in  Secretary  O'Lear^s 
case,  the  answer  is  far,  far  fewer  than  she  has  spent. 

Secretary  O'Leary  has  shown  a  callous  disregard  for  Congress'  current  attempts 
to  eliminate  wasteful  government  spending  and,  as  Investor's  Business  Daily  pointed 
out  Tuesday,  her  exploits  fly  in  the  face  of  claims  by  the  Administration  that  it 
is  running  a  lean  machine." 

At  a  time  when  we  are  engaged  in  the  most  critical  efforts  ever  to  balance  the 
federal  budget,  we  believe  that  President  Clinton  should  respect  American  tax- 
payers and  not  tolerate  the  woeful  lack  of  judgment  that  Secretary  O'Leary  has 
demonstrated.  By  eliminating  this  example  of  bureaucratic  waste  and  excess,  he 
woiild  send  a  clear  message  that  he  is  willing  to  move  beyond  the  rhetoric  of  a  bal- 
anced budget  to  the  reality  of  achieving  one. 

Please  join  us  in  sending  that  clear  message  to  him. 


76 

If  you  want  to  co-sign  the  House  resolution  (see  reverse  side),  please  contact  Kath- 
leen (Zimmer)  at  5-5801  or  Brett  (Hoke)  at  5-5871. 
Sincerely, 

Dick  Zimmer 

Martin  R.  Hoke 

Todd  Tiahrt 

Mr.  DiNGELL.  The  December  15  letter  says:  "The  Secretary's  ex- 
travagance was  so  extreme  that  it  caught  the  attention  of  NBC-TV, 
which  aired  a  special  report  on  her  spending  practices  as  part  of 
a  series  on  the  fleecing  of  America."  Did  any  of  you  gentlemen  or 
ladies  ever  see  the  United  States  fleeced  on  this  trip,  or  any  ex- 
travagant expenditures?  Could  you  just  say  yes  or  no  each,  because 
our  reporter  doesn't  have  a  "nod"  button  over  there. 

Mr.  Fryling.  No. 

Ms.  Bacon.  No. 

Ms.  Marvin.  No. 

Mr.  Hart.  No. 

Mr.  Bakke.  No. 

Mr.  Rogers.  No. 

Mr.  Little.  No. 

Mr.  Karas.  No. 

Mr.  Barton.  Would  the  gentleman  jdeld?  I  don't  want  to  just  be- 
labor this,  but  I'll  ask  one  specific  question. 

Mr.  Dingell.  I'll  be  glad  to  yield  to  the  chairman.  He  was  sort 
of  kind  to  me  when  I  was  asking  questions  earlier. 

Mr.  Barton.  On  this  particular  point,  is  it  your  position  that  the 
Federal  Grovemment  should  pay  over  $6,000  for  the  installation  of 
telephones  that  were  apparently  used  for  1  day?  Is  that  extrava- 
gant or  unextravagant? 

Mr,  Rogers.  It  depends. 

Ms.  Marvin.  It  depends. 

Mr.  Karas.  It  depends. 

Mr.  Dingell.  What  would  it  cost  to 

Mr.  Barton.  Well,  let  me  ask  another  question.  Is  it  extravagant 
or  unextravagant  to  spend,  I  believe,  $7,000  for  a  flight  that  no  one 
flew  on? 

Mr.  Klink.  Mr.  Chairman,  if  you'll  yield  for  1  second. 

Mr.  Barton.  I  could  go  on  and  on.  The  Secretary  of  Energy  will 
have  the  option,  if  she  wishes,  to  answer  those  questions,  but  there 
is  no  question  if  you  look  at  the  Inspector  Greneral's  report  and  the 
facts  that  there  were  extravagances  incurred  on  these  trips.  Now 
these  people  before  us  didn't  make  the  decisions,  obviously,  and 
perhaps  didn't  benefit  and  didn't  even  participate  in  some  of  those 
activities  that  I've  just  alluded  to. 

Mr.  Klink.  If  I  could  ask  the  chairman  just  to  yield  to  me  for 
1  second 

Mr.  Dingell.  I've  got  the  time;  I'll  be  glad  to  yield  because  I 
think  it's  useful  that  we  explore  this  matter  and  get  to  the  bottom 
of  this  and  find  out  whether  the  Secretary  ran  an  extravagant  trip 
on  a  luxurious  airline.  I  yield  to  my  good  friend  from 

Mr.  Klink.  From  Pennsylvania. 

Mr.  Dingell.  [continuing]  Pennsylvania. 

Mr.  Klink.  Thanks,  Mr.  Chairman. 
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I  just  want  to  say  that  I  disagree  with  Chairman  Barton.  This 
is  not  extravagant — it's  stupid.  To  pay  those  kinds  of  moneys  for 
those  kinds  of  things  is  dumb,  and  I  hope  that  we  can  answer  that. 
But  there's  no  one  here  on  this  panel  that  I  think  had  anything  to 
do  with  that. 

Mr.  Barton.  And  I  didn't  imply  that. 

Mr.  Klink.  And  I  understand  that  you  didn't.  But  it  goes  beyond 
extravagant  if  these  things  were  done.  And  I  think  that  that  goes 
to  the  point  that  there  are  some  things  that  are  happening  at  DOE 
administratively  that  need  to  be  corrected,  but  I  think  we  are  on 
the  verge  here  of  driving  a  wedge  between  this  Federal  Govern- 
ment and  business.  I  think  we  are  on  verge  of  doing  something 
very  bad  out  of  something  that  was  very  positive  in  the  way  that 
it  opened  the  doors  for  businesses  to  do  business,  to  create  jobs  in 
this  country.  We  are  on  the  edge  of  doing  that,  and  I  have  a  big 
fear  about  that. 

I  yield  back  to  my  friend. 

Mr.  DiNGELL.  I  want  to  share  the  concern  of  the  gentleman  from 
Pennsylvania  because  I  would  observe — I  think  it  was  you,  Mr. 
Rogers,  or  maybe  Mr.  Bakke,  who  observed  that  the  dealings  in 
which  you  were  often  engaged  over  there  was  not  industry-to-in- 
dustry, but  it  is  industry-to-govemment.  Is  that  right? 

Mr.  Rogers.  Yes. 

Mr.  DiNGELL.  And  we  also  find  ourselves  confronted  with  a  situa- 
tion where  you  also  had  to  deal  with  a  lot  of  problems  with  regard 
to  government  regulation  and  government  activities  that  may  have 
inhibited  your  offering  these  services  to  other  countries.  Isn't  that 
right? 

Mr.  Rogers.  That's  correct. 

Mr.  DiNGELL.  And,  in  fact,  you  needed  Government  there  to  sort 
of  see  to  it  that  doors  were  opened  and  to  see  to  it  that  the 
strength  and  the  negotiating  ability  of  the  United  States  stood  be- 
hind you.  Isn't  that  right? 

Mr.  Rogers.  That's  correct. 

Mr.  DiNGELL.  Well,  I  guess  maybe  I  ought  to  observe,  Mr.  Chair- 
man, I've  heard  some  wonderful  comments  that  have  made  great 
press.  They^ve  led  to  mail  being  sent  around  demanding  the  imme- 
diate resignation  of  the  Secretary.  We've  talked  about  wasteful 
trips,  great  extravagance  in  the  hiring  of  aircraft,  the  fact  that 
nothing  was  accomplished.  We've  had,  I  think,  a  panel  of  distin- 
guished and  outstanding  business  leaders  who  have  come  forward 
and  sort  of  laid  all  these  interesting  statements  to  rest.  I  wonder 
if  NBC  will  have  the  goodness  to  perhaps  run  a  little  story  about 
how  the  Secretary  got  some  business  for  the  United  States. 

And,  you  know,  I  think  for  us  to  sit  up  here  and  cavil  and  quar- 
rel about  how  much  business  the  Secretary  got,  that's  kind  of  a 
waste  of  time.  I  think  what  we  ought  to  do  is  say,  did  she  get  busi- 
ness or  not?  Apparently,  she  got  a  lot  ot  business,  and  apparentlv 
without  her  the  business  would  not  have  been  achieved.  I  think 
that's  a  very  important  consequence.  Now  if  there  was  misspending 
of  money,  I  think  we  ought  to  have  a  very  careful  look  at  that.  And 
we're  going  to  have  the  Secretary  right  here  tomorrow,  and  I'm 
sure  we'll  all  be  present  to  ask  some  sharp  and  pointed  questions 
to  these  matters. 
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But,  in  the  meantime,  I  think  to  do  as  the  gentleman  from  Penn- 
sylvania indicated,  to  drive  a  wedge  between  business  and  the  Gov- 
ernment with  regard  to  whether  or  not  this  Government  is  going 
to  support  the  efforts  of  our  business  and  businessmen  and  indus- 
tries to  open  markets  and  to  do  business  abroad,  is  an  act  of  enor- 
mous folly,  especially  given  the  fact  that  the  French,  the  British, 
Canadians,  and  everybody  else,  and  the  Germans  are  sending  trade 
missions  all  around  the  world — and  the  Japanese — ^to  provide  op- 
portunity for  their  people  by  stimulating  foreign  sales.  Those  sales 
are  abroad;  they're  not  in  this  country.  And  I  just  hope  that  this 
committee  and  this  Congress  and  this  Government  don't  fall  into 
that  "Luddite"  trap.  That's  a  word,  by  the  way,  Mr.  Chairman,  that 
the  Wall  Street  Journal  likes  to  refer  to. 

Mr.  Barton.  Luddite? 

Mr.  DiNGELL.  Luddites,  "the  old  Luddites."  They  have  great  fun 
with  that  word;  it's  a  nice  word.  The  Luddites  wanted  to  blow  up 
the  machines,  if  you  will  remember,  because  they  didn't  want  inter- 
ference in  hand  labor  in  Britain.  And  I  sense  that  there  may  be 
something  like  that  that  we're  looking  at  here,  and  I  certainly  hope 
that  under  your  wise  and  able  leadership,  Mr.  Chairman,  this  com- 
mittee will  not  sink  into  that  particular  kind  of  fervor  because  I 
think  it  would  be  enormously  counter-productive. 

Mr.  Barton.  Mr.  Chairman,  I'm  just  trying  to  be  a  pale  shadow 
of  you. 

Mr.  DiNGELL.  I'm  very  anxious,  Mr.  Chairman,  to  support  you  in 
your  efforts  because  I  believe  that  you  are  really  interested  in 
trade 

Mr.  Barton.  We're  going  to  get  to  the  bottom  of  it. 

Mr.  DiNGELL.  [continuing]  and  in  expansion  of  American  busi- 
ness activities  abroad.  And  I  want  to  support  you  in  that,  and  so 
I  hope  that  the  next  time  the  staff  comes  forward  with  sort  of  a 
sorry  piece  of  document  like  this  that  reflects  no  credit  on  them, 
and  quite  honestly,  reflects  no  credit  on  the  committee.  I'm  sort  of 
offended  by  it,  but  I  put  it  down  to  incompetence,  not  corruption. 

Mr.  Barton.  I'm  not  going  to  argue. 

Mr.  DiNGELL.  I  hope  that  perhaps  the  Chair  will  look  at  that 
with  a  little  more  care  and,  perhaps,  to  protect  the  committee  from 
having  to  have  an  unseemly  discussion  of  the  sort  that  we've  had 
to  have  over  a  rather  careless  piece  of  work  by  the  staff. 

Mr.  Barton.  Well,  Mr.  Dingell,  we're  going  to  put  into  the  record 
and  for  this  hearing — in  their  entirety — ^the  verbatim  responses  to 
that  particular  question,  so  there  will  be  no  question. 

Mr.  DiNGELL.  I  think  we  should,  and  I'll  certainly  not  object  to 
that  being  put  in  the  record.  And  I  know,  Mr.  Chairman,  you  won't 
object  to  me  putting  in  the  letter  that  was  signed  by  colleagues  ear- 
lier that 

Mr.  Barton.  We  have  done  it;  we  have  put  that  particular  docu- 
ment in  the  record. 

Mr.  DiNGELL.  [continuing]  the  Secretary — that  the  search  be  dis- 
pensed with.  I'd  just  like  to  have  a  good  perspective  on  our  busi- 
ness today  so  that  everybody  can  see,  you  know,  that  maybe  there 
was  some  good  achieved  by  the  Secretary  here  and  that  maybe  we 
ought  to  focus  on  what's  really  there.  We  ought  to  look  at  the 
doughnut  and  we  ought  to  look  at  the  hole,  and  we  ought  to  decide 
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what  we're  going  to  do  about  each  part.  I  think  that  would  be  very 
valuable,  and  I  know,  Mr.  Chairman,  in  your  leadership,  you're 
going  to  see  that  we  focus  in  that  fashion  so  that  we  Democrats 
over  here  can  give  you  the  support  that  we  desperately  want  to 
give  you. 

Mr.  Barton.  We're  certainly  going  to  work  to  work  to  that  end, 
Mr.  Chairman. 

Mr.  Klink.  Mr.  Chairman,  can  I  ask  for  one  brief  moment? 

Mr.  Barton.  Without  objection,  and  then  we're  going  to  close  the 
hearing. 

Mr.  Klink.  I  just  wanted  to  make  sure  that  all  of  the  letters  we 
cited  from  we  would  ask  to  be  put  in  the  record.  And  I  would  also 
ask  that  all  the  letters  of  support  from  the  various  companies  that 
have  been  received  by  this  subcommittee  be  included  in  the  record 
today. 

Mr.  Barton.  Without  objection. 

Mr.  Klink.  Thank  you. 

[The  letters  referred  to  appear  in  Serial  No.  104-73,  pages  67- 
101,  hearings  held  January  4  and  March  8,  1996,  and  Serial  No. 
104-80,  pages  202-253,  hearing  held  April  24,  1996.] 

Mr.  Barton.  Let  me 

Ms.  Bacon.  Mr.  Chairman,  might  I  make  one  more  comment? 

Mr.  Barton.  You  certain  may. 

Ms.  Bacon.  I've  listened  to  a  lot  of  what  has  been  said  on  this 
side,  and  on  this  side  as  well.  I  think  from  the  business  point  of 
view  we  all  agree,  and  all  my  colleagues,  as  to  how  to  worthwhile 
these  missions  were  and  what  they're  going  to  do.  I  think  that  we, 
as  business  people,  also  will  agree  if  there  were  administrative  er- 
rors made,  if  somebody  spent  $6,000  for  a  telephone  that  was  never 
used,  it  shouldn't  have  happened. 

Mr.  Barton.  No  "never  used";  it  was  used  for  1  day,  apparently. 

Ms.  Bacon.  Used  for  1  day — ^but  what  I'm  concerned  about  as  a 
business  person  and  a  citizen  is,  I  was  proud  to  be  on  these  mis- 
sions and  together  with  the  U.S.  Government  for  our  benefit  in  this 
country  and  my  company.  And  now  as  a  result  of  all  this  that's 
going  on  in  the  press  and  worrying  about  these  administrative 
things,  I  hear  people  around  the  world  snickering.  And  as  an 
American,  I  don't  like  to  be  snickered  at.  And  I  think  it's  under- 
mining some  of  the  effectiveness  of  exactly  what  we  would  like  to 
achieve.  So  my  point  is,  let's  fix  the  problems  and  by  all  means  go 
through  with  the  DOE  every  little  nickel  that  they  shouldn't  have 
done,  and  let's  do  it  better,  but  I  would  really  like,  as  a  citizen,  that 
this  committee  doesn't  end  up  with  a  report  that  puts  this  in  a 
light  that  I'm  snickered  at — and  U.S.  business  is — and  we  want  not 
our  effectiveness  to  be  undermined;  we  want  you  to  help  us  and  en- 
hance it. 

Mr.  Barton.  Well,  we  appreciate  that  and  respect  that.  I  want 
to  put  one  more  thing  into  the  record,  and  then  I'm  going  to  make 
a  closing  statement  and  we're  going  to  conclude  the  hearing. 

There's  been  quite  a  bit  said  about  the  particular  plane,  the  so- 
called  Madonna  plane  and  the  reason  why  it  was  chosen  and  how 
hard  everybody  worked,  and  I'm  going  to  assume  that  you  all 
worked  hard.  I  want  to  put  into  the  record  an  excerpt  from  the  In- 
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spector  Grenerals's  draft  reports,  page  29  and  30.  It's  the  pod  work 
assignments  on  the  plane. 
[The  information  referred  to  follows:] 

POD  Work  Assignments  on  the  Plane 

Washington  Terminal:  Brief  Welcome  and  Introductions 

Washington  to  San  Francisco  (about  6  hours):  SLEEP!!! 

San  Francisco  layover  (about  2  hours):  relax/get  acquainted 

San  Francisco  to  Anchorage  (about  5  hours):  SLEEP  SOME  MORE  (if  you  want 

to)!!!  or  read  materials/work/watch  movies/etc. 
Anchorage  layover  (about  2  hours):  relax,  then:  one-hour  Delegation  meeting,  at 
whicn  well  describe  overall  trip  purpose,  trip  choreography,  "POD"  approach, 
availability  of  materials 
Anchorage  to  Shanghai  (about  9  hours):  POD  meetings  (youll  be  sitting  near  each 
other  on  the  plane).  Try  to  accomplish  the  following  (but  remember  therell  be 
time  in  Shanghai  on  Sunday  for  Pod  meetings  to  finish  whatever  you  don't  get 
done  on  the  plane): 

— get  acquainted  with  each  other's  relevant  experience  in  energy/environmental 
projects  and  markets  in  the  U.S.  and  China 

— familiarize  yourselves  with  the  itinerary/agenda,  recognizing  that  there'll  be 
changes  once  we  arrive  in  China  and  almost  on  a  daily  basis  thereafter 

— review  the  meeting  and  background  papers  in  your  briefing  book,  keeping  an 
eye  towards  whether  you  think  they  appropriately  identify  the  issues,  opportu- 
nities, barriers 

— discuss  your  goals  and  desired  outcomes  for  the  trip,  and  even  attempt  to  come 
up  with  a  common  set  of  goals  for  your  Pod 

— identify  your  Pod's  key  snared  "messages"  or  themes,  which  you'll  all  have  in 
mind  when  asked  (inevitably  and  repeatedly)  about  your  Pod's  goals,  outeomes, 
ete. 

— decide  as  individutds  whether  you  think  you  really  belong  in  some  other  Pod 
(we're  happy  to  accommodate  changes,  since  we  want  you  in  the  right  group 
frova  your  point  of  view  as  well  as  ours) 

— ^begin  to  tmnk  about  selection  of  your  Pod's  spokesperson,  who'll  be  called  upon 
to  do  various  jobs,  including  speaking  for  the  group  when  one  voice  is  needed 
at  a  pfirticular  meeting,  rounding  you  up  fi-om  time  to  time  during  the  trip  to 
discuss  issues,  and  so  forth.  Remember  that  some  of  your  Pod  members  may 
be  meeting  up  with  us  in  China,  so  you  might  want  to  hold  off  selecting  your 
Pod  rep  until  you've  got  the  entire  group  together  in  Shanghai. 

— identify  your  members'  collective  and  individual  preferences  about  psirticipating 
in  specific  bilateral  meetings  with  ths  Secretary  and  the  Chinese — note  that  in 
many  instances  we  won't  know  which  Delegation  members  will  be  attending 
which  bilateral  meetings  with  the  Secretary  until  we  arrive  in  country,  although 
many  events  (hosted  lunches  and  receptions,  summits,  roundtables)  are  for  the 
entire  Delegation  to  attend. 

— create  (if  you'd  like)  a  list  of  additional  meetings  or  activities  vour  Pod  would 
like  to  do  if  we  end  up  with  blocks  of  time  on  the  schedule  when  your  Pod  is 
not  joining  the  Secretary  for  a  particular  meeting.  (Well  give  these  ideas  to 
vour  Pod's  contact  person  on  the  advance  team  when  we  arrive  in  China;  if  you 
have  other  ideas  later  on,  well  try  to  accommodate  as  much  as  we  can  later). 

— ^FINANCE  POD:  decide  how  youll  allocate  your  members  to  also  psirticipate  in 
the  other  pods,  for  the  purposes  of  the  Wednesday  Beijing  Summit  break-out 
sessions  and  for  other  bilateral  meetings  as  well. 

5/29/96— Initial  Draft 

Mr.  Barton.  Now,  I'm  not  sajdng  this  is  what  happened;  I'm  say- 
ing this  is  what  the  briefing  book  scheduled  to  happen  for  the 
China  trip:  You  arrive  at  the  Washington  terminal,  make  brief  in- 
troductions and  welcomes,  fly  to  San  Francisco  in  about  6  hours, 
and  it  says,  "sleep."  In  San  Francisco  you  have  a  layover  for  about 
2  hours,  and  it  says  you're  supposed  to  relax  and  get  acquainted. 
From  San  Francisco  to  Anchorage  is  another  5  hours;  sleep  some 
more  if  you  want  to  or  you  can  read,  work,  watch  movies,  et  cetera. 
You  have  a  layover  in  Anchorage  of  2  hours,  where  you  relax.  Then 
you  do  have  your  first  1-hour  delegation  meeting  at  which  the  over- 
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all  trip  purpose  is  going  to  be  described,  trip  choreography,  pod  ap- 
proach, and  availability  of  materials. 

From  Anchorage  to  Shanghai  is  about  9  hours  in  flight.  "At  the 
pod  meetings,  you'll  be  sitting  near  each  other  on  the  plane.  Try 
to  accomplish  the  following,  but  remember,  there  will  be  time  in 
Shanghai  on  Sunday  for  pod  meetings  to  finish  whatever  you  don't 
get  done  on  the  plane."  And  then  it  goes  through:  "You  could  get 
acquainted  with  each  other;  you  could  familiarize  yourself  with  the 
itinerary;  you  could  review  the  meeting  and  background  papers; 
you  can  discuss  your  goals  and  desired  outcomes;  you  can  identify 
your  pod's  key  shared  message;  you  could  decide  as  individuals 
whether  you  think  you  really  belong  in  a  different  pod,  and  they 
would  be  happy  to  accommodate  that;  you  can  begin  to  think  about 
the  selection  of  your  pod's  spokesperson,  but  remember  that  some 
of  your  pod  members  may  be  meeting  up  with  you  in  China,  so  you 
might  want  to  hold  off  making  that  selection  until  you've  met  the 
entire  group  in  Shanghai."  And  it  goes  on.  I'm  going  to  put  the  en- 
tire thing  in  the  record. 

Again,  I  am  not  saying  that  you  folks  just  didn't  work  your  tails 
off,  but  this  is  the  official  itinerary  for  the  plane,  and  the  reason 
you  were  supposedly  on  that  plane  was  to  do  all  this  collective 
work,  and  at  least  on  this  particular  trip,  of  the  entire  time  they 
set  aside  10  hours  that  you  can  do  some  of  that.  And  I'm  not  saying 
you  didn't  do  it;  I'm  just  putting  that  in  the  record 

Mr,  DiNGELL.  Mr.  Chairman,  I  think  you've  raised  a  very  good 
point  and  I  commend  you  for  it. 

Mr.  Barton,  [continuing]  and  then  I  want  to  conclude. 

Mr.  DiNGELL.  I  wonder,  is  this  a  bad  document  here?  Is  this  a 
document  that  describes  a  frivolous  or  depraved  behavior  by  any- 
body? 

Mr.  Barton.  No,  sir,  it  does  not.  It  doesn't  describe  frivolity;  it 
doesn't  describe  depravity;  it  doesn't  describe  any  negative  connota- 
tion, but  it  does  not  describe  working  16-hour  days  and  doing  noth- 
ing but  meeting  to  prepare  for  the  purposes  of  the  trip,  which, 
again,  the  reason  that  supposedly  the  plane  that  cost  3  to  4  times 
what  commercial  flights  would  have  taken  was  because  they  could 
integrate  and  meet,  and,  theoretically,  at  least  according  to  some 
testimony  that  we've  heard,  they  were  going  to  do  nothing  but 
work,  work,  work  on  that  airplane.  The  itinerary  does  not  reflect 
that  it  was  work,  work,  work.  And  I  don't  blame  people  for  sleep- 
ing. I  want  to  sleep,  too,  when  I'm  traveling  overseas  so  that  I'm 
rested  when  I  get  there. 

Mr.  Klink.  If  I  could  just  ask  the  chairman  to  yield — ^you  know, 
I  don't  think  that  we  need  anyone  from  any  agency  of  the  Federal 
Government  setting  up  an  agenda  whereby  we're  scheduling  what 
our  business  people  do  as  they  travel.  I  have  faith  that  business 
people  are  going  to  conduct  business  as  they  travel.  They  are  the 
entrepreneurs;  they  are  the  leaders  of  this  wonderful  capitalist  so- 
ciety that  we  have  built.  I  don't  care  if  that  itinerary  says,  "Play 
hopscotch,  read  a  book,  listen  to  country  music,  whistle,  or  chew 
bubblegum." 

Mr.  Barton.  I  wish  it  would  have  said,  "Listen  to  country 
music." 
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Mr.  Klink.  The  bottom  line  is  they  brought  the  business  back. 
That's  the  bottom  line.  That  doesn't  matter.  That  itinerary — I 
would  welcome  it  into  the  record,  but  I  don't  think  it's  a  help  to 
anybody  in  the  Government  to  suggest  how  these  individuals  spend 
their  time.  They  are  obviously  leaders  from  very  wonderful,  well- 
thought  of  businesses,  and  the  bottom  line  is  they  went  out  in  part- 
nership with  the  Secretary  of  the  Department  of  Energy  of  these 
great  United  States,  and  they  brought  business  back.  They  brought 
commerce  back  to  this  country  that  resulted  in  more  jobs  and  more 
wealth  for  the  people  of  this  country.  Now,  if  there  were  mistakes 
made  in  doing  that,  we'll  get  to  that  tomorrow. 

Mr.  Barton.  Well,  if  I  could  reclaim  my  time,  since  as  the  chair- 
man I  do  have  the  right  to  close.  I  certainly  acknowledge  that  there 
were  benefits  that  did  accrue  from  these  trade  missions,  and  I  cer- 
tainly acknowledge  and  would  encourage  that  we  have  continued 
trade  missions  where  senior  Federal  members  of  the  Cabinet  par- 
ticipate overseas  to  try  to  help  our  businesses  compete  in  the  inter- 
national community. 

Having  said  that,  I  think  it  is  important  as  taxpayers  that  we 
do  everj^hing  possible  to  insist  that  the  missions  are  done  properly 
and  are  done  in  as  cost-effective  a  fashion  as  is  possible.  People  of 
all  honor  and  integrity  can  disagree  about  the  cost  and  the  effec- 
tiveness, but  if  you  read  the  Inspector  General's  draft  report,  the 
four  trade  missions  probably  cost  twice  as  much  as  they  should 
have.  Think  how  much  more  could  have  been  done  had  tney  been 
done  properly.  More  missions  could  have  occurred.  Had  everjrthing 
been  done  by  the  book  as  it  was  at  the  time,  there  wouldn't  have 
been  the  press  stories  written;  there  wouldn't  have  been  an  inves- 
tigation because  there  would  have  not  been  a  need. 

Now,  I  want  the  Department  of  Energy  and  the  Department  of 
Commerce  and  all  the  other  departments  of  the  executive  branch 
that  have  an  opportunity  and  an  obligation  to  participate  in  inter- 
national trade  to  participate.  But  I  want  it  to  be  done  properly  and 
with  due  respect  for  the  taxpayers'  dollars.  That's  what  we're  try- 
ing to  get  at.  To  use  Mrs.  Bacon's  comment — we  don't  want  the 
U.S.  Government  snickered  at.  We  don't  want  that.  And  we  have 
an  obligation,  first,  by  John  Dingell  when  he  was  chairman  of  this 
subcommittee  and  now  by  me  since  the  Republicans  are  in  the  ma- 
jority, to  conduct  oversight  in  such  a  fashion  that  we  ferret  out 
abuse  when  we  see  it,  and  we  try  to  prevent  it  in  the  future. 

The  Inspector  General  has  made  29  specific  recommendations  for 
reform  in  the  current  regulations  in  the  Department  of  Energy — 
29 — and  that's  just  preliminarily.  The  end  of  the  report  says  that 
there  are  other  recommendations  pending.  That's  why  we  are  here 
today,  and  you're  here  today  because  initially  tremendous,  quantifi- 
able benefits  were  alleged  to  have  occurred.  Now,  I  am  absolutely 
satisfied  that  each  of  you  and  your  companies  that  participated  did, 
in  fact,  benefit  and  that  the  American  people  have  benefited  and 
will  continue  to  benefit.  But  we  are  not  going  to  let — whatever  neg- 
ative term  you  want  to  use — inattention  to  cost,  unconcern  about 
cost,  however  you  want  to  phrase  it — ^we  are  not  going  to  let  that 
go  unnoticed. 

If  we  can  get  these  reforms  implemented,  and  the  Secretary  did, 
in  writing,  respond  to  the  subcommittee  under  my  chairmanship, 
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that  she  would  not  go  on  any  more  of  these  t3rpes  of  missions  until 
these  reforms  were  implemented.  And  she  has  not.  Now,  we  have 
asked  for  her  travel  itinerary  so  that  we  can  see  if  the  reforms  that 
they  claim  to  have  implemented  are  actually  being  implemented. 
There  were  some  regulations  put  into  effect  in  a  memorandum  of 
April  15.  We  have  not  yet  been  given  her  travel  schedule  to  see  if 
it  s  been  followed  up,  but  it's  quite  possible  that  we  will  get  the  re- 
forms implemented,  and  the  Department  will  re-initiate  these  types 
of  missions  and  we'll  do  it  in  a  cost-effective  fashion.  And  we  will 
not  only  have  the  benefits  that  you  gentlemen  and  gentleladies 
have  referred  to,  but  there  will  be  future  benefits. 

So,  tomorrow  at  9:30  the  Secretary  of  Energy  is  going  to  be  be- 
fore this  subcommittee.  She'll  be  given  as  much  time  as  she  wishes 
to  consume  to  present  her  explanation  and  also  to  tell  the  commit- 
tee what  she's  done  to  change  the  past  practices,  and  then  well 
have  an  opportunity  to  ask  her  questions. 

I  want  to  thank  each  of  you  for  your  participation;  you've  stayed 
much  longer  than  we  should  have  kept  you.  And  I  encourage  you 
to  go  back  to  your  communities  and  your  companies  and  continue 
to  do  the  best  for  your  shareholders  and  to  create  jobs  and  opportu- 
nities for  your  citizens. 

With  that,  the  committee  is  adjourned. 

[Whereupon,  at  1:45  p.m.,  the  subcommittee  was  adjourned  sub- 
ject to  the  call  of  the  Chair.] 

[The  following  material  was  received  for  the  record:] 

Prepared  Statement  of  Jerome  Davis,  President  and  CEO,  Cummins 
Renewable  Energy  Corporation 

Mr.  Chairman,  thank  you  for  the  opportunity  to  testify  before  Subcommittee  on 
myparticipation  in  the  Department  of  Energy's  trade  mission  to  South  Africa. 

The  largest  portion  of  my  testimony  will  concern  my  trip  to  South  Africa  with  En- 
ergy Secretary  O'Leary.  I  decided  at  the  time,  and  remain  convinced,  that  joining 
the  trade  mission  was  a  good  business  decision.  But  I  also  want  to  explain  briefly 
why  I  believe  that  sponsoring  the  trip  was  an  exercise  in  good  government. 

Participation  in  Mission  and  Results 

As  President  and  CEO  if  a  wholly  owned  subsidiary  of  the  largest  diesel  engine 
manufacturer  in  the  world,  I  participated  in  the  August  1995  trade  mission  to  South 
Africa. 

The  expUcit  business  purpose  for  my  participation  was  to  begin  the  process  of 
evaluating  renewable  energy  (primarily  solar)  opportunities  in  South  Africa.  We  be- 
lieved, and  continue  to  strongly  believe,  that  the  developing  world  represents  a  tre- 
mendous opportunity  for  a  solar  powered  engine  system  which  we  expect  to  begin 
exporting  by  1999.  South  Africa  is  critical  to  our  southern  Africa  commercialization 
strategy. 

My  participation  in  the  trade  mission,  then,  was  an  extremely  helpful  first  step 
in  the  process  of  identifying  potential  opportunities,  beginning  discussion  and  nego- 
tiation, reaching  agreement,  implementing  presales  activities,  and  finally  exporting 
our  solar  powered  engine  system. 

The  Department  of  Energy's  role  in  the  above  effort  was  and  is  useful.  I  strongly 
expect  that  over  the  next  ten  years,  we  will  sell  tens  of  millions  of  dollars  of  ovu- 
solar  powered  engine  system  in  South  Africa,  not  to  mention  several  times  that 
amount  for  the  rest  of  the  solar  industry. 

In  1995,  my  company  had  no  presence  in  South  Africa.  Prior  to  leaving  for  the 
trip,  my  staff  and  I  worked  closely  with  DOE  in  Washington,  DC,  Golden,  Colorado 
and  Alberqueque,  New  Mexico  to  set  up  appointments  specifically  designed  to  assist 
my  company's  business  efforts.  Therefore,  in  addition  to  the  general  activities  in 
which  all  members  of  the  delegation  participated,  I  was  able  to  spend  significant 
time  with  several  private  South  African  companies,  appropriate  Ministry  offices, 
and  technical  organizations.  In  the  end,  of  course,  results  speak  for  themselves.  As 
a  direct  result  of  my  trip  last  August,  the  following  has  happened: 
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1.  We  have  reached  understanding  with  a  South  African  entity  to  validate  our 
technology  in  South  Afiica.  We  have  exchanged  drafts  of  agreements  and  will  sign 
the  definitive  document  shortly. 

2.  In  June,  we  began  a  training  program  at  our  Abilene,  Texas  facility  for  three 
South  African  engineers  who  we  hope  will  form  the  nucleus  of  our  technical  effort 
in  South  Africa. 

3.  We  have  hosted  visits  of  several  private  and  public  entities  from  South  Africa. 
As  recently  as  June  10,  for  example,  we  were  visited  by  a  delegation  headed  by  the 
CEO  of  Renewable  Energy  for  South  Africa.  The  purpose  of  the  visit  was  to  discuss 
the  framework  for  introducing  our  solar  product  in  South  Afiica. 

The  August  1995  trip  then,  and  the  follow-up  since,  should  be  seen  as  good  busi- 
ness. To  sum  up:  A)  I  have  no  doubt  that  my  company  will  sell  tens  of  millions  of 
dollars  of  solar  equipment  in  South  Africa  as  a  result  of  the  August  1995  trade  mis- 
sion. B)  I  have  no  doubt  that  Secretary  O'Lear/s  skills  and  efforts  were  essential 
to  the  attention  that  my  company  received  in  South  Africa  and  the  hearing  it  has 
received  since.  C)  I  have  no  doubt  that  participating  in  the  trade  mission  greatly 
benefited  my  company. 

The  Trip  As  Good  Government 

Had  you  been  there  and  witnessed  the  trip,  I  doubt  very  seriously  that  you  would 
be  questioning  its  effectiveness.  We  are  fortunate  to  have  a  Secretary  of  Energy  who 
is  as  capable  as  Secretary  O'Leary  in  establishing  the  relationships  within  other 
countries  so  essential  to  business. 

Her  credibility  with  the  various  Ministers  we  met  was  evident.  It  would  be  waste- 
ful to  limit  her  activities  to  the  United  States — thereby  indulging  the  fiction  that 
energy  issues  belong  only  in  the  domestic  arena.  By  its  very  nature,  energy  is  an 
international  issue  and  business. 

I  have  no  doubt  that  the  use  of  government  funds  to  sponsor  the  trade  mission 
to  South  Africa  promotes  the  best  interest  of  the  United  States.  It  is  critical  that 
we  encourage  the  installation  of  renewable  energy  where  it  is  appropriate  in  the  de- 
veloping world,  and  that  we  develop  strong  cultural  and  commercial  relationships 
with  South  Africa. 

Thank  you. 
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THURSDAY,  JUNE  13,  1996 

House  of  Representatives, 

Committee  on  Commerce, 
Subcommittee  on  Oversight  and  Investigations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:30  a.m.,  in  room 
2322,  Raybum  House  Office  Building,  Hon.  Joe  Barton  (chairman) 
presiding. 

Members  present:  Representatives  Barton,  Cox,  Crapo,  Burr,  Bh- 
ley  (ex  officio),  Klink  and  Dingell  (ex  officio). 

Also  present:  Representatives  Markey  and  Brown  of  California. 

Staff  present:  J.  Marc  Wheat,  majority  counsel;  Joseph  T. 
Kelliher,  majority  counsel;  Reid  Stuntz,  minority  general  counsel; 
and  Chris  Knauer,  minority  investigator. 

Mr.  Barton.  The  subcommittee  will  come  to  order. 

The  Chair  wishes  to  make  some  housekeeping  announcements 
before  we  begin  our  formal  hearing.  We  are  going  to  be  using  regu- 
lar order  in  our  hearing  today  because  we  do  have  the  Secretary 
of  Energy.  We  will  allow  members  of  the  subcommittee — the  chair- 
man and  the  ranking  member,  the  full  committee  chairman  and 
the  ranking  member  of  the  full  committee,  if  they're  present,  will 
be  allowed  a  5-minute  opening  statement.  Other  members  will  be 
allowed  a  3-minute  opening  statement. 

We  have  Congressman  Brown,  the  ranking  member  of  the 
Science  Committee,  with  us  today.  He  will  be  given  the  opportunity 
to  submit  an  opening  statement  for  the  record  and  perhaps  make 
a  brief  30-second  to  1-minute  verbal  statement  if  he  so  wishes. 

We  will  then  hear  from  the  Secretary.  Since  she  is  our  only  wit- 
ness, she  will  be  given  as  much  time  as  she  wishes  to  verbally 
f)resent  her  written  testimony  which  is,  I  believe,  26  pages  in 
ength.  I  would  hope  that  she  could  testify  in  her  opening  state- 
ment in  less  than  30  minutes  but  if  you  wish  longer,  you're  cer- 
tainly going  to  be  given  that  opportunity. 

When  we  begin  our  questions,  we  will  use  10-minute  rounds  of 
questions  so  that  the  members  have  sufficient  time  to  get  into  de- 
tail, beginning  with  the  chairman  and  the  ranking  member  and 
then  in  alternating  order  between  the  majority  and  the  minority 
sides. 

If,  in  fact,  we  have  votes,  which  normally  do  occur,  it's  the 
Chair's  intention  to  continue  the  hearing  as  the  vote  occurs.  We  do 
have  a  Medicaid  mark-up  at  full  committee  beginning,  I  believe,  at 
1:30  this  afternoon  and  it's  my  understanding  that  the  Secretary 
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hopes  to  be  able  to  leave  by  1  p.m.  So  by  starting  at  9:30,  that 
should  give  us  sufficient  time  for  the  hearing. 

Today  the  Subcommittee  on  Oversight  and  Investigations  contin- 
ues its  hearing  on  the  travel  expenditures  and  related  issues  at  the 
Department  of  Energy.  We'll  hear  testimony  from  the  Secretary  of 
Energy,  Hazel  O'Leary,  on  issues  raised  at  previous  subcommittee 
hearings. 

The  subcommittee  has  held  a  series  of  hearings  on  this  subject. 
On  January  4,  1996  the  subcommittee  heard  testimony  from  the 
General  Accounting  Office  that  reviewed  the  cost  of  two  of  the 
trade  missions,  focusing  on  the  Department's  undocumented  spend- 
ing, failure  to  seek  full  cost  recovery  from  non-Federal  participants, 
and  improper  reprogramming  of  funds. 

On  March  8,  1996,  the  subcommittee  heard  testimony  from  the 
Inspector  General  regarding  his  recommendations  to  reform  the 
processes  used  by  DOE  on  trade  missions  and  the  Agency's  failure 
to  implement  those  recommendations. 

On  April  24  the  subcommittee  heard  testimony  from  GAO  and 
the  Department  of  Energy  officials  on  the  Agency's  exaggerated 
claims  regarding  the  economic  benefits  of  the  four  trade  missions. 

Yesterday  we  heard  testimony  from  some  of  the  business  partici- 
pants on  the  trade  missions,  where  they  stated  their  opinion  of  the 
benefits  of  those  missions. 

I'm  proud  to  Chair  the  Subcommittee  on  Oversight  and  Inves- 
tigations because  it  is  the  taxpayer's  watchdog.  Under  Mr.  Dingell's 
chairmanship,  the  subcommittee  pressed  for  reform  of  contract 
management  systems  that  had  allowed  taxpayers  to  be  ripped  off 
for  the  cost  of  a  university  president's  yacht  and  an  antique  Italian 
toilet.  My  predecessor  was  rightly  offended  by  the  waste  of  tax- 
payer money,  but  he  was  even  more  offended  that  a  seriously 
flawed  management  system  remained  unreformed  until  public  at- 
tention was  brought  to  bear  on  the  problem. 

Just  so  with  the  Department  of  Energy.  In  the  process  of  inves- 
tigating the  high  cost  of  Secretary  O'Lear/s  foreign  missions,  we 
have  learned  that  the  Department  of  Energy  has  allowed  scarce 
taxpayer  resources  to  be  squandered  on  such  things  as  a  $6,609 
charge  to  have  eight  telephone  lines  installed  at  a  hotel,  $17,228 
for  photography  and  video  costs  for  just  four  trips,  over  147  hours 
in  security  staff  overtime  for  a  personal  visit  to  St.  Petersburg, 
Russia,  $110,000  spent  to  develop  an  invitation  list  for  the  South 
Africa  trip,  huge  advance  and  pre-advance  teams  costing  $589,000, 
and  the  amazing  fact  that  out  of  223  per  diem  expense  reports  re- 
viewed on  these  trips,  only  one  person  had  reduced  their  per  diem 
for  meals  already  paid  for. 

As  if  this  weren't  distressing  enough,  the  Department  of  Energ^s 
own  Inspector  General  has  found  evidence  of  multiple  violations  of 
Federal  law  and  regulations,  including  the  Anti-Deficiency  Act,  the 
Miscellaneous  Receipts  Act,  Presidential  travel  policy  regulations, 
per  diem  personal  reimbursement  regulations  and  government  invi- 
tational travel  regulations. 

The  Inspector  General's  report  not  only  confirmed  what  the  sub- 
committee has  learned  over  the  course  of  our  investigation  but  has 
found  violations  that  even  we  had  not  discovered. 
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The  Secretary's  testimony  this  morning  characterizes  this  waste 
of  taxpayer  dollars  as  administrative  bookkeeping  and  procedural 
shortcomings.  With  all  due  respect,  violations  of  Federal  law  and 
regulations  cannot  be  passed  off  as  mere  procedural  shortcomings 
or  bookkeeping  errors.  They  are  examples  of  management  failure, 
indifference  to  cost  and  disregard  for  ordinary  taxpayers. 

A  disturbing  pattern  of  behavior  at  the  Department  appears  to 
be  that  nothing  gets  fixed  until  it  becomes  a  public  relations  night- 
mare. As  a  case  in  point,  at  our  March  8  hearing,  the  subcommittee 
introduced  into  the  record  a  memo  from  former  Deputy  Secretary 
Bill  White.  In  this  memo,  Mr.  White  recounts  his  actions  after  re- 
ceiving the  Inspector  General's  December  1994  memo  which  asks 
the  Secretary  to  refrain  from  further  trade  missions  until  necessary 
reforms  were  implemented. 

With  apparent  disregard  for  the  Inspector  General's  memo,  the 
Secretary  went  on  two  more  trade  missions  in  1995,  at  a  cost  of 
$1.4  million  to  the  taxpayers. 

The  reforms  that  the  Inspector  General  requested  in  December 
1994  were  not  put  into  place  until  after  we  raised  the  issue  on 
March  8,  1996,  and  then  only  on  an  interim  basis,  immediately  be- 
fore the  Department's  chief  financial  officer  testified  before  this 
subcommittee. 

We  now  understand  that  the  most  recent  estimate  for  final  re- 
forms in  this  area  will  not  occur  until  July  31,  1996,  1  year  and 
7  months  after  it  was  first  personally  brought  to  the  Secretaiy's  at- 
tention. It  took  seven  congressional  hearings,  two  General  Account- 
ing Office  reports  and  a  6-month  investigation  by  the  Inspector 
General  to  convince  the  Secretary  to  implement  reforms  brought  to 
her  attention  in  1994.  How  long  do  we  have  to  wait  for  the  29  In- 
spector General  recommendations  currently  pending  before  they're 
implemented? 

If  Secretary  O'Leary  had  acted  in  a  timely  and  appropriate  man- 
ner in  early  1995,  I  have  no  doubt  that  we  would  not  be  here  today. 

International  trade  promotion  is  a  relatively  minor  responsibility 
of  the  Department  and  yet  it  has  apparently  become  a  very  high 
personal  priority  of  the  current  Secretary.  Even  in  this  area  of  un- 
surpassed personal  interest  by  the  Secretary,  shocking  waste  and 
mismanagement  have  transpired. 

The  Department  has  some  very  important  missions — ensuring  a 
reliable  nuclear  weapons  stockpile,  cleaning  up  contaminated  De- 
partment of  Energy  facilities,  promoting  energy  security,  managing 
the  national  laboratories,  ensuring  the  safe  operation  of  Depart- 
ment nuclear  facilities. 

If  this  Secretary  apparently  mismanages  a  relatively  small  De- 
partment mission  that  ranks  high  on  her  personal  agenda,  ques- 
tions must  be  asked  about  how  well  the  Secretary  is  managing 
more  important  Department  of  Energy  missions  that  do  not  rank 
so  high  on  her  personal  agenda. 

To  her  credit,  Secretary  O'Leary's  testimony  states  that  she  ac- 
cepts responsibility  for  the  problems  identified  in  the  draft  Inspec- 
tor General  report.  However,  she  mischaracterizes  these  findings  in 
the  report,  describing  them  again  as  bookkeeping  problems. 

If  she  is  going  to  take  responsibility  for  the  problems  identified 
by  the  Inspector  General,  she  must  also  take  responsibility  for  her 
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management  failures,  and  I  want  to  emphasize  this,  take  imme- 
diate and  forceful  actions  to  correct  all  the  problems  that  have  been 
identified. 

This  subcommittee,  with  oversight  responsibility  for  the  Depart- 
ment, has  a  shared  responsibility.  As  the  people's  representative, 
we  are  going  to  insist  on  real  reforms  being  developed  and,  more 
importantly,  those  reforms  being  implemented  to  prevent  the  prac- 
tices of  the  past  from  being  repeated  in  the  future. 

The  Chair  would  now  recognize  the  distinguished  ranking  mem- 
ber, Mr.  Klink  of  Pennsylvania,  for  a  5-minute  opening  statement. 

Mr.  Klink.  I  thank  the  chairman  for  yielding  to  me. 

Let  me  begin  by  saying  yesterday's  hearing  finally  dispelled  any 
criticism  that  the  Department  of  Energy's  trade  missions  provided 
benefits  to  businesses  who  accompanied  Secretary  O'Leary.  We 
heard  not  only  of  the  technical  expertise  that  DOE  lent  to  these 
trade  missions  but  also  of  DOE's  role  as  a  catalyst,  bringing  to- 
gether industry  and  foreign  governments  in  a  way  that  industry 
alone  could  not  have  accomplished. 

DOE  also  offered  an  expertise  and  technical  back-up  that  the  De- 
partment of  Commerce  or  State  could  not  supply,  according  to  wit- 
nesses who  appeared  before  us  at  yesterday's  hearing.  They  also 
testified  that  it  was  the  Secretary's  stature,  her  personal  talent  and 
her  abilities  that  lent  untold  benefits  to  those  businesses  who  ac- 
companied the  Department  of  Energy  officials  on  those  trips. 

However,  despite  the  positive  news  that  industry  witnesses  pro- 
vided on  the  benefits  provided  by  DOE,  most  witnesses  agree  that 
the  impact  of  this  subcommittee's  hearings  are  resulting  in  appre- 
hension by  business  leaders  to  participate  in  future  trade  missions, 
and  I  agree.  These  hearings  will  probably  hinder  future  DOE  ini- 
tiatives that  seek  to  advance  U.S.  export  opportunities. 

The  result  will  be  that  foreign  competitors  with  aggressive  trade 
missions  of  their  own  will  dominate  a  $1  trillion  energy-related 
market  overseas. 

We've  heard  from  both  industry  and  government  witnesses  that 
countries  like  Japan,  Germany  and  France  all  have  recognized  the 
importance  of  undertaking  trade  missions  similar  to  those  con- 
ducted by  the  Department  of  Energy. 

In  July  1994,  the  French  government  led  a  120-member  business 
delegation  to  China.  That  resulted  in  the  signing  of  nearly  $1  bil- 
lion worth  of  contracts  and  a  memorandum  of  understanding.  In 
October  1994  the  Canadian  government  also  visited  China  with  a 
400-member  business  delegation.  The  result:  $6  billion  in  contracts 
and  memoranda  of  understanding.  I'm  sure  our  foreign  competitors 
are  looking  upon  these  hearings  and  thinking,  keep  criticizing 
DOE's  efforts  to  expand  the  U.S.  energy  export  because,  in  the  end, 
it  will  just  mean  that  those  foreign  businesses  will  get  more  of  the 
business  abroad  than  we'll  get. 

The  United  States  stands  to  lose  not  only  the  hundreds  of  thou- 
sands of  high-tech,  energy-related  jobs  but  also  the  opportunity  to 
gain  a  foothold  in  some  of  today's  largest  and  fastest  expanding  en- 
ergy markets  around  the  world. 

I'm  hopeful  the  subcommittee  now  can  begin  to  address  the  var- 
ious administrative  deficiencies  associated  with  the  trade  missions 
that  were  identified  by  the  DOE's  IG  report  rather  than  continue 
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down  that  well  traveled  politicized  path,  seeking  to  undermine  the 
progress  of  the  Clinton  administration's  efforts  to  help  our  busi- 
nesses compete  abroad. 

While  I  applaud  DOE's  efforts  to  remedy  the  weaknesses  cited  by 
the  Inspector  General's  report,  I  remain  concerned  over  long-term 
efforts  to  successfully  carry  out  the  administrative  fixes  while  Con- 
gress continues  to  slash  DOE's  budget. 

I  would  therefore  like  to  suggest  that  DOE  consider  working  with 
the  Department  of  Commerce  and  allow  that  Agency  to  handle  the 
administrative  tasks  associated  with  future  DOE  trade  missions.  In 
an  arrangement  such  as  this,  the  Commerce  Department's  experi- 
ence of  conducting  effective  and  efficient  trade  missions  could  be 
coupled  with  DOE's  policy  and  technical  expertise,  which  was 
shown  to  be  desired  by  yesterday's  industry  panelists. 

Finally,  I  would  like  to  thank  the  Secretary  for  joining  us  here 
today  to  explain  what  actions  DOE  has  begun  to  take  to  correct  the 
problems  cited  in  the  Inspector  General's  report.  It's  important  that 
DOE  maintain  the  trust  of  Congress,  the  trust  of  industry  and  the 
trust  of  the  American  people  because  it  is  ultimately  these  people, 
our  constituents,  which  will  benefit  from  the  jobs  created  and  the 
strengthening  of  our  economy  in  the  growing  global  market. 

And  with  deference  to  time,  Mr.  Chairman,  I  would  request, 
rather  than  me  reading  them,  that  this  list  of  direct  quotes  from 
some  of  yesterday's  witnesses  be  included  as  part  of  the  record  in 
today's  hearing,  as  well. 

Mr.  Barton.  Without  objection,  so  ordered. 

[The  information  referred  to  follows:] 

Selected  Testimony  of  Business  Participants  on  DOE  Trade  Missions 

Victor  Fry  ling,  President  and  COO  of  CMS  Energy  Corp.:  "Secretary  O'Leary  and 
the  DOE  staff  have  contributed  significantly  to  our  efforts  in  India. 

Nancy  M.  Bacon,  Senior  Vice  President,  Government  &  International  Projects,  En- 
ergy Conversion  Devices:  "We  would  be  foolish  as  a  country  not  to  promote  U.S.  busi- 
ness interest  in  these  enormous  emerging  markets.  Secretary  O'Leary's  aggressive 
marketing  of  U.S.  energy  technology  in  these  international  markets  is  new  and  en- 
tirely appropriate." 

Linda  A.  Marvin,  President,  Lockheed  Martin  Environmental  Systems  &  Tech- 
nologies Co.:  "Trade  missions  represent  a  strategic  partnership  between  government 
and  industry  where  government  works  policy  issues  and  establishes  crucial  relation- 
ships to  level  the  playing  field  so  that  industry  can  step  up  to  bat  and  hit  the  home 

runs The  energy  tra<fe  delegations  to  India  and  China  clearly  demonstrated  the 

value  of  approaching  our  common  agenda  as  partners  to  achieve  competitive  leader- 
ship abroad  and  economic  security  at  home." 

Robert  C.  Hart,  President  and  CEO,  Coastal  Power  Company:  "Partially  as  a  re- 
sult of  these  trade  missions,  Coastal  Power  has  placed  one  power  plant  in  operation 
in  China  and  is  currently  constructing  four  more,  three  in  China  and  one  in  Paki- 
stan. This  very  real  experience  leads  us  to  the  obvious  conclusion  that  highly  visible 
government  support  is  extremely  valuable  in  the  international  marketplace.' 

Dennis  Bakke,  President  and  CEO,  AES  Corporation:  "There  is  no  question  that 
these  trips  increased  our  probability  of  success  and  speeded  the  progress  of  our 
projects  in  each  country." 

Wayne  L.  Rogers,  President,  Synergies  Energy  Development,  Inc.:  "From  where  we, 
at  SjTiergics  sit  it  is  our  opinion  that  the  work  of  the  Secretary,  when  combined 
with  our  work  will  generate  a  minimum  of  $350  million  in  U.S.  goods  and  services. 
That's  a  great  return  for  the  U.S.  economy.  Jobs  have  already  been  created  today 
managing  and  designing  these  projects It  is  a  win-win  for  all  and  should  be  con- 
tinued and  expanded." 

Kenneth  C.  Karas,  President  and  CEO,  Zond  Corporation:  "Zond  Corporation  de- 
rived significant  benefit  from  the  China  trade  mission  in  February  1995.  Although 
Zond  had  been  actively  pursuing  the  Chinese  market  since  1993,  we  were  making 
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slow  progress.  The  DOE  mission  helped  highlight  our  issues  with  the  Chinese  gov- 
ernment, introduced  us  to  the  right  people,  and  helped  us  to  understand  better 
structures  that  would  work  for  the  Chinese.  Work  continues  in  China  which  could 
result  in  additional  sales  of  up  to  $90  million.  The  $27  million  we  have  in  orders 

will  provide  approximately  60  man  years  of  labor  in  the  United  States Since  this 

investigation  was  brought  to  my  attention,  I  have  spent  about  half  as  much  time 
on  the  DOE  investigators,  Congressional  investigators,  requests  for  data  and  now 
this  testimony,  as  I  did  going  on  one  of  the  trade  missions." 

Mr.  Klink.  Thank  you.  And  with  that,  I  jdeld  back  the  remainder 
of  my  time. 

Mr.  Barton.  The  Chair  would  recognize  Mr.  Crapo  of  Idaho  for 
a  3-minute  opening  statement. 

Mr.  Crapo.  Thank  you,  Mr.  Chairman.  I  would  like  to  first, 
again,  make  it  very  clear  that  I  don't  believe  this  committee  is  in 
any  way  trying  to  indicate  that  trade  missions  are  inappropriate  or 
to  question  the  validity  and  use  of  trade  missions  in  American  com- 
mercial policy  or  foreign  policy  with  regard  to  our  trade. 

The  question  is  not  whether  we  should  have  trade  missions  but 
how  should  trade  missions  be  conducted.  And  I  think  that  legiti- 
mate questions  have  been  raised  by  the  Inspector  General's  report 
that  we  can  get  answers  to  and  I  appreciate  the  Secretary  being 
here  to  be  able  to  answer  those  questions. 

Clearly,  as  we  review  the  Inspector  Greneral's  report,  there  are  is- 
sues that  are  raised  as  to  how  trade  missions  should  be  conducted, 
what  types  of  expense  are  appropriate  and  what  types  of  prepara- 
tions are  appropriate,  and  I  think  that  in  the  ranking  member's 
comments,  the  suggestion  that  we  look  at  how  other  agencies  work 
together  to  accommodate  effective  trade  missions  might  be  some- 
thing that  we  could  look  into  as  this  committee. 

I  just  want  to  thank  the  Secretary  for  being  here  today.  We  all 
look  forward  to  getting  the  kinds  of  information  that  will  help  us 
to  assure  the  American  people  that  the  taxpayers'  dollars  are  being 
properly  managed  and  assure  the  Congress  that  our  trade  missions 
and  that  our  foreign  policy  with  regard  to  trade  is  being  effectively 
implemented.  Thank  you. 

Mr.  Barton,  The  Chair  would  now  recognize  the  vice  chairman 
of  the  committee,  Mr.  Cox,  for  a  3-minute  opening  statement. 

Mr.  Cox.  Thank  you,  Mr.  Chairman.  I'd  prefer  to  submit  my 
statement  for  the  record.  I'd  like  once  again  to  welcome  the  Sec- 
retary, who's  testified  before  this  and  other  committees  here  on  the 
Hill. 

And  just  to  add  to  the  comments  made  by  my  colleague,  Mr. 
Crapo,  we  had  a  good  opportunity  yesterday  to  hear  about  what  I 
consider  to  be  a  completely  separate  issue,  which  is  the  utility  of 
trade  missions  overseas.  I  personally  have  participated  in  such 
trade  missions,  not  DOE  trade  missions  but  the  Department  of 
Commerce.  I  think  that  it  goes  without  saying  that  this  is  a  fun- 
damental mission  of  the  U.S.  Government. 

The  question  is  not  whether  DOE  ought  to  be  conducting — in- 
deed, you  have  a  statutory  authority  to  conduct  trade  missions,  but 
rather,  whether  the  manner  in  which  they  were  conducted  was 
within  the  regulations  of  your  Department,  of  the  government,  and 
whether  the  laws  were  obeyed  or  broken. 

The  Inspector  General's  report  that  we  now  have  before  us  sug- 
gests that  the  regulations  and  the  laws  were  broken.  These  are  se- 
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nous  matters  that  I  hope  we  can  deal  with  discretely  today  and  I 
thank  the  chairman. 
[The  prepared  statement  of  Hon.  Christopher  Cox  follows:] 

Prepared  Statement  of  Hon.  Christopher  Cox,  a  Representative  in  Congress 
FROM  THE  State  of  Caufornia 

Thank  you,  Mr.  Chairman.  I  wish  to  thank  the  Secretary  for  coining  here  this 
morning  and  providing  this  committee  the  opportunity  to  address  the  very  serious 
concerns  raised  by  the  Inspector  General's  report  on  travel  practices  at  the  Depart- 
ment of  Energy.  I  hope  that  we  might  finally  lay  to  rest  many  of  the  issues  which 
have  surrounded  the  Department's  international  trade  missions,  discuss  the  poten- 
tial violations  of  federal  law  outlined  in  the  IG's  draft  report,  and  agree  on  the  prop- 
er course  of  action  to  remedy  these  problems. 

Before  we  delve  into  these  issues,  I  find  that  once  again  I  must  clarify  the  true 
intent  of  these  hearings — to  determine  the  extent  of  the  violations  of  the  public  trust 
by  the  Department  of  Energy.  As  I  said  in  oxir  hearing  yesterday  in  whi<5i  we  heard 
from  business  representatives  whose  firms  benefitted  fi-om  the  trade  missions  in 

?uestion,  promoting  U.S.  business  interests  abroad  is  a  legitimate  fiinction  of  the 
r.S.  government  and  the  Department  of  Energy.  The  Energy  Policy  Act  of  1992 
grants  the  Secretary  of  Energy  the  legal  authority  to  conduct  trade  missions,  and 
it  is  clear  that  business  interests  of  the  United  States  were  furthered  on  these  trips. 
On  this  point  all  of  us  on  this  committee  agree,  whether  Democrat  or  Republican. 
Throughout  the  nearly  30  pages  of  testimony  submitted  by  the  Secretary  for  this 
morning's  hearing,  the  legitmiate  role  of  trade  missions  is  well  described,  comprising 
more  than  half  the  lengtn  of  that  document,  but  discussion  of  this  point  is  not  the 
reason  this  committee  has  invited  the  Secretary  to  testify. 

What  is  of  vital  concern  to  this  committee  is  the  manner  in  which  these  particular 
trade  missions  were  conducted.  Our  oversight  authority  requires  that  we  protect  the 
interests  of  the  American  people  bjr  ensuring  that  the  business  of  the  government 
is  conducted  in  as  thorough  and  efacient  a  manner  as  possible.  I  and  my  colleagues 
on  this  committee,  as  well  as  the  Secretary  herself,  hold  positions  of  public  trust. 
Our  salaries,  and  every  cent  of  the  funds  we  spend  in  the  course  of  performing  our 
duties  comes  fi-om  the  hard  work  and  sacrifice  of  the  taxpayers.  We  have  a  sacred 
obligation  to  the  people  of  the  United  States  to  exercise  good  judgement  and  act  re- 
sponsibly in  our  positions. 

That  is  why  I  am  disturbed  by  the  factual  patterns  surrounding  these  trade  mis- 
sions. Just  as  we  agree  on  the  benefits  of  promoting  trade  abroad,  my  discomfiture 
with  DOE  travel  expenditures  is  shared  by  my  colleagues  on  both  sides  of  the  aisle. 
In  yesterday's  hearing,  the  distinguishea  ranking  minority  member,  Mr.  Dingle, 
called  for  "vigorous  questioning"  about  the  Department's  practices,  and  stated  that 
"the  Inspector  General's  draft  report . . .  paints  a  rather  sad  picture  that  I  do  not  be- 
lieve can  be  tolerated  by  this  or  any  other  committee."  In  snort,  this  committee  has 
a  duty  to  determine  in  what  manner  public  funds  have  been  used  hy  the  Depart- 
ment of  Energy,  and  especially  to  find  any  funds  which  have  been  disbursed  in  a 
criminal  manner  as  the  draft  report  suggests  is  possible. 

The  pattern  of  abuses  and  possible  criminal  activities  found  by  the  Investigator 
General  seems  to  show  a  pervasive  and  almost  casual  disregard  of  the  public  trust 
at  DOE.  Page  after  page  of  the  IG  report  suggests  that  standard  rules  and  laws 
were  ignored  and  perhaps  willfully  broken  throughout  the  Department.  Organizers 
of  receptions  during  the  South  Africa  trip  apparently  knew  that  there  was  no  money 
left  in  the  $35,000  appropriation  for  this  expense,  yet  they  went  ahead  and  spent 
another  $17,190,  a  serious  violation  of  the  Anti-Deficiency  Act.  Further,  approxi- 
mately $210,000  collected  from  non-DOE  members  of  the  delegation  to  cover  the  ex- 
pense of  their  participation  was  placed  into  the  accounts  of  tne  DOE,  not  the  gen- 
eral treasury  as  the  law  requires.  Non-federal  passengers  were  not  properly  cleared 
by  the  DOE  general  Counsel's  office,  a  violation  of  Presidential  Travel  Policy  as  de- 
tailed in  the  0MB  Circular  A- 126.  The  vast  majority  of  DOE  employees  routinely 
failed  to  reduce  their  per  diem  rates  when  eating  free  meals  at  receptions  and  other 
events.  A  check  of  223  vouchers  yielded  only  1  person  who  reduced  the  per  diem 
as  required. 

My  concern  about  the  DOE's  conception  of  its  duty  to  the  public  is  heightened  by 
the  IG's  revelation  that  this  report  which  we  examine  today  is  not  the  first  report 
on  shoddy  accounting  and  poor  cost-controls  received  by  the  Secretary.  According  to 
the  May  29,  1996  IG  Draft  Report,  the  Secretary  had  previously  been  made  aware 
of  the  widespread  problems  vnth  Department  travel  in  December  of  1994.  At  that 
time,  the  IG  identified  a  number  of  errors  made  during  the  India  and  Pakistan 
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trips,  and  recommended  new  control  systems  to  eliminate  them.  According  to  the 
draft  report,  the  IG  recommended  in  1994  that  "the  Department  should  ensure  that 
all  of  its  processes  and  procedures  covering  international  travel  have  been  addressed 
before  additional  trips  are  contemplated."  These  recommendations  were  apparently 
ignored.  Just  a  few  months  later,  the  Secretary  led  two  more  trade  missions  abroad 
without  fully  implementing  the  recommended  reforms.  These  needed  controls  were 
not  completely  in  place  until  April  of  1996,  nearly  IV2  years  and  an  additional  $1.4 
million  in  travel  expenses  later. 

Another  significant  public  trust  issue  is  raised  by  the  accuracy  of  DOE  estimates 
of  the  value  of  these  missions,  as  it  strikes  at  the  heart  of  the  integrity  of  the  agen- 
cy in  its  dealings  with  Congress  and  the  public.  While  it  is  extremely  difficult  to 
attach  a  dollar  amount  to  the  benefit  companies  derived  from  their  participation  in 
the  four  foreign  trade  missions,  the  estimates  provided  by  the  DOE  were  particu- 
larly misleading  and  grossly  inflated.  Initially,  DOE  claimed  that  every  dollar  spent 
in  travel  "resulted  in'  $1,000  in  new  contracts  for  U.S.  firms,  a  ^oss  take  in  four 
trips  of  $27.7  billion  in  new  business  agreements.  However,  this  figure  included 
projects  which  should  have  been  attributed  to  the  Commerce  Department,  causing 
DOE  to  lower  its  estimate  to  $19.7  billion.  This  figure  was  later  reduced  to  $4.3  bil- 
lion, and  again  to  $2  billion,  based  on  numbers  from  deals  in  final  closure  or  final 
sales  agreements  realized  during  the  trips.  When  the  GAO  examined  this  claim 
based  on  actual  export  value,  however,  even  this  lowest  estimate  did  not  hold  up 
to  scrutiny.  GAO's  believes  that  the  $2  billion  claimed  actually  amounted  to  approxi- 
mately $448  million. 

DOE's  seeming  disdain  for  proper  procedure  in  spending  and  accounting  for  the 
taxpayers'  money  is  worrisome.  From  inflated  estimates  of  the  value  derived  from 
the  trips  to  consistently  choosing  the  most  expensive  mode  of  travel,  the  DOE  has 
abused  the  public  trust.  The  taxpayers  must  be  able  to  have  absolute  confidence 
that  we  are  not  squandering  the  money  they  worked  to  earn. 

Mr.  Barton.  The  Chair  would  like  to  acknowledge  the  presence 
of  two  other  distinguished  Members  of  Congress.  We  have  Con- 
gressman Payne  and  Congressman  Scott  with  us  and  each  of  you 
gentlemen,  if  you  so  wish,  is  welcome  to  come  to  the  dais  and  sit 
with  the  other  members,  if  that's  your  pleasure. 

Seeing  no  other  members  of  the  committee  present,  the  Chair 
would  recognize  Mr.  Brown,  the  ranking  member  of  the  Science 
Committee,  to  submit  a  statement  for  the  record  and  if  he  wishes, 
to  make  a  brief  opening  statement. 

STATEMENT  OF  HON.  GEORGE  E.  BROWN,  JR.,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Brown.  Thank  you  very  much,  Mr.  Chairman.  I  will  make 
my  statement  very  brief,  only  to  welcome  the  Secretary,  who  I  so 
much  feel  is  under  considerable  stress  during  these  times,  and  to 
thank  the  Chair  again  for  his  unfailing  courtesy  in  giving  me  the 
privilege  of  sitting  here  and  occasionally  participating  in  the  pro- 
ceedings of  the  subcommittee. 

Mr.  Barton.  Thank  you.  Seeing  no  other  members  present,  the 
Chair  does  wish  to  welcome  the  Secretary  of  Energy,  the  Honorable 
Hazel  O'Leary.  Since  you  have  testified  before  this  subcommittee 
before,  I  think  you're  aware  that  it's  tradition  to  testify  under  oath. 
Obviously  you  have  no  objection  to  that. 

You  also  have  the  right  to  be  advised  by  counsel  and  obviously 
you've  got  two  distinguished  counselors  from  the  Department  be- 
fore you.  Could  you  give  us  their  names  for  the  record  and  then  we 
will  swear  all  three  of  you  in? 

Secretary  O'Leary.  Yes,  Mr.  Chairman.  I  have  two  distinguished 
gentlemen  with  me.  One  is  the  Deputy  General  Counsel  of  the  De- 
partment of  Energy,  Mr.  Eric  Fygi.  The  other  is  Mr.  Donald 
Pearman,  who's  the  Acting  Chief  Financial  Officer.  Mr.  Fygi  is  here 
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both  to  advise  me  and  likely  will  respond  to  questions  especially 
with  respect  to  the  Inspector  General's  request  that  some  issues 
that  he  has  raised  be  referred  to  the  Office  of  General  Counsel  for 
legal  review.  Mr.  Pearman  is  here  to  answer  questions  especially 
with  respect  to  implementing  the  29  recommendations.  So  the 
three  of  us  are  prepared  to  be  sworn  in  this  morning. 

[Witnesses  sworn.] 

Mr.  Barton.  Madam  Secretary,  your  written  statement  is  sub- 
mitted for  the  record.  You're  recognized  for  such  time  as  you  may 
consume  to  extrapolate  on  that.  I  would  hope  that  you  could  hold 
your  opening  comments  to  less  than  30  minutes. 

TESTIMONY  OF  HON.  HAZEL  R.  O'LEARY,  SECRETARY,  DE- 
PARTMENT OF  ENERGY,  ACCOMPANIED  BY  ERIC  J.  FYGI, 
DEPUTY  GENERAL  COUNSEL,  AND  DONALD  W.  PEARMAN, 
JR.,  ACTING  CHIEF  FINANCIAL  OFFICER 

Mrs.  O'Leary.  Thank  you,  Mr.  Chairman.  I  certainly  believe  that 
I  can  hold  my  comments  to  30  minutes.  I'd  ask  one  brief  indulgence 
while  I  make  sure  we  all  have  some  water. 

The  other  thing  I'd  ask  for  is  that  somewhere  along  the  way  is 
a  brief  break.  There's  a  Frank  Zarb  rule.  Frank  Zarb,  some  of  you 
will  remember,  was  one  of  my  earlier  predecessors  and  Adminis- 
trator for  the  Federal  Energy  Administration.  His  advice  at  mo- 
ments like  this  is  to  never  have  a  sip  of  water.  I'm  going  to  have 
a  sip  of  water  and  I  hope  we  can  agree  at  some  point  that  there 
will  be  a  break. 

Mr.  Barton.  You'll  certainly  be  allowed  a  personal  convenience 
opportunity. 

Mrs.  O'Leary.  Thank  you. 

Indeed,  as  the  chairman  has  suggested,  I  am  delighted  to  be  here 
today.  I  take  very  seriously  the  concerns  raised  by  the  chairman 
and  this  committee  and  have  sought,  since  the  initiation  of  these 
very  new,  extremely  complex  trade  missions,  to  understand  and  to 
ensure  that  the  work  required  to  make  them  successful  was  under- 
taken. 

For  that  reason,  early  on,  when  I  had  indication  that  there  were 
concerns,  especially  with  respect  to  the  procurement  of  travel,  we 
began  to  respond  to  those  initiatives. 

With  respect  to  all  of  the  problems  raised,  I  take  personal  and 
complete  responsibility.  I  want  the  American  public  especially  to 
know,  Mr.  Chairman,  as  well  as  this  committee,  that  I  apologize. 
I  will  always  regret  that  we  fell  short,  not  only  of  your  estimation 
of  how  these  trade  missions  should  have  been  conducted  but,  most 
importantly,  the  American  public's  estimation  of  how  they  should 
be  conducted. 

The  other  thing  is  that  I  know  that  the  American  public  knows 
forgiveness.  And  I  hope  that  they  will  grant  our  request  for  yet  an- 
other chance  to  continue  improving  this  process  because  I  believe, 
as  each  member  of  this  committee  has  indicated  this  morning,  that 
the  missions  themselves  are  extremely  important  to  the  American 
public  in  the  short  run  and  in  the  long  run  because  our  competi- 
tiveness internationally  is  what  we're  really  trying  to  address  and 
to  ensure  that  we're  still  in  those  marketplaces  with  technology.  In- 
terestingly enough,  much  of  which  has  been  developed  in  the  De- 
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partment  of  Energy  with  taxpayer  money.  It's  those  technologies 
that  we  seek  to  employ  internationally. 

We  have  learned  the  hard  way  that  the  systems  existing  between 
the  Department  of  Energy  and  the  Department  of  State  for  man- 
agement of  our  needs,  our  requirements,  and  the  services  on  these 
four  international  trips  essentially  failed.  They  simply,  simply 
failed.  I  accept  blame  for  that.  We  should  have  been  much  more 
forceful  with  embassies  and  with  our  own  people  to  ensure  that  we 
overcame  systems  too  ad  hoc,  but  long  in  use — systems  tried  and 
used  since  the  beginning  of  the  Atomic  Energy  Commission. 

And  interestingly  enough,  Mr.  Chairman,  I  know  about 
reinvention.  I've  done  pretty  much  of  it  myself.  And  this  is,  sadly, 
one  of  the  areas  that  deserved  my  early  attention.  And  I  regret 
that  I  went  for  the  bigger  prize,  billions  of  dollars  in  contract  re- 
form and,  quite  frankly,  ignored  the  look  at  what  the  travel  proce- 
dures were  for  international  travel.  I  regret  that  I  did  not  person- 
ally engage  there. 

For  staffing,  it  takes  a  lot  of  people  to  do  this  complex  job  of 
tying  together  all  of  the  policy  issues  involved  in  energy  policy  re- 
form and  developing  countries  moving  to  privatize.  These  people, 
many  of  them  young — ^yes,  and  inexperienced  in  government 
ways — but  others  of  them,  older  than  I  am  and  very  experienced 
in  international  travel,  some  of  them  having  done  it  for  early  ad- 
ministrators as  well  as  secretaries,  they  worked  their  hearts  out. 
They  worked  long  hours,  day  and  night.  They  worked  over  week- 
ends. And  I  regret  that  they  had  to  work  so  hard  and  I  now  regret 
that  they  had  to  work  such  long  hours.  That  accounts  for  the  over- 
time. 

We  also  have  a  Fair  Labor  Standards  Act.  This  indicates  to  me 
and  our  IG,  and  vou  too  I  hope,  that  if  these  people  are  working 
over  weekends,  which  was  the  case,  that  they're  working  after  nor- 
mal business  hours,  which  was  often  the  case,  then  we  pay  them 
overtime. 

I  regret  that  we  were  ambitious  in  our  pursuits  and  attempted 
to  take  on  all  of  the  issues.  We  coped  with  other  nations  and  their 
complex  cultures,  with  technology  requirements  that  were  un- 
known to  the  United  States  because  they  are,  quite  frankly,  primi- 
tive. 

One  of  the  examples  there,  Mr.  Chairman,  would  be  in  India, 
where  normally  it  takes  2  years  to  get  a  telephone  installed.  Our 
agent  at  the  embassy  in  Delhi  sought  to  get  the  telephones  re- 
quired to  make  certain  that  the  Secretary  of  Energy  and  her  staff 
could  deal  with  business  back  in  Washington  and  yes,  the  cost  was 
$6,000.  I  regret  that  we  ordered  four  lines,  we  perhaps  should  have 
had  two.  But  I'm  clear  that  we  should  have  had  some  because  con- 
trary to  the  chairman's  opening  statement,  I  attend  to  the  business 
of  the  Department  wherever  I  am,  which  is  why  we  require  the 
communication,  and  so  do  others  who  were  on  the  delegation. 

Nonetheless,  I  wish  that  the  phones  were  not  as  expensive  and, 
more  importantly,  I  wished  I  had  known  before  we  left  that  phones 
to  be  installed  in  India  and  in  other  distant  developing  countries 
were  difficult  to  acquire,  as  well  as  expensive. 

I  regret  even  the  appearance  that  we  have  somehow  contravened 
the  Anti-Deficiency  Act.  As  the  business  people  on  yesterday  testi- 
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fled,  we  certainly  worked  hard  to  bill  proper  charges  to  proper  ac- 
counts. This  is  especially  true  with  respect  to  receptions  and  the 
so-called  necessary  functions  that  comity  and  the  local  culture  re- 
quires. 

The  business  people  themselves  testified  yesterday,  I  am  told, 
that  they  knew  that  $600  in  South  Africa  was  being  charged  to 
them  through  their  hotel  bills  for  the  very  purpose  of  offsetting 
these  so-called  representational  costs.  We  should  have  paid  better 
attention  to  the  billing  practices  of  the  hotel  to  ensure  that  those 
debits  were  taken  from  the  appropriate  line.  Nonetheless,  we  know 
today  that  debits  were  taken. 

Our  Deputy  Counsel  is  responding  to  all  of  the  questions  that  the 
IG  has  posed  to  him  with  respect  to  the  IG's  belief  that  he  ought 
to  make  the  examination.  And  here,  Mr.  Chairman,  you  and  I  dis- 
agree. For  I  found  in  reviewing  this  document  now  three  times,  es- 
pecially in  this  important  area,  that  there  were  referrals  to  the 
General  Counsel,  and  not  conclusions  with  respect  to  whether  laws 
had  been  broken  or  not.  But  you  and  I  will  likely  differ  on  that 
score,  and  I  wanted  you  to  know  that  I  had  not  read  that  report 
in  that  way. 

Let  us  talk  about  per  diem  mistakes.  Some  feds  on  trips  did  re- 
ceive meals  at  functions  that  required  our  attendance,  though  not 
all  of  the  delegation,  because,  quite  frankly,  most  of  those  people 
were  working. 

I,  among  them,  attended  functions  having  no  idea  that  there  ex- 
isted such  a  regulation  within  the  Department  that  we  offset  for 
the  cost  of  these  meals.  I  will  tell  you,  quite  frankly,  that  I'm  clear 
that  I  did  not  eat  at  all  of  these  meals.  Most  especially  if  I  was 
speaking,  I  didn't  because  it's  impossible  for  me  to  speak  and  also 
eat,  but  nonetheless,  I  was  there. 

You  should  know  that  our  Chief  Financial  Officer  has  directed 
everyone  on  these  trips  to  review  their  records  and,  if  they  owe  for 
an  occasional  or  all  of  their  meals,  to  pay  up.  You  need  to  know 
that  I  have  paid  up  in  the  amount  of  $365  for  meals  at  functions 
that  I  attended,  and  I've  discounted  those  where  I  was  not  present, 
though  some  people  may  have  thought  I  was.  But  all  employees 
will  be  asked  to  repay. 

With  respect  to  the  Department's  unique  rule  for  issuing  invita- 
tional travel,  I  regret  that  the  rules  were  not  well  known  to  me. 
It  was  certainly  never  my  intention  to  contravene  a  rule. 

But  I  must  be  clear  on  the  fact  that  it  was  also  never  my  inten- 
tion, Mr.  Chairman,  to  one-by-one  go  down  a  list  of  people  who 
were  proposed  to  participate  in  the  delegation  and  decide  whether 
"Joe  Dokes"  should  be  on  the  trip  or  "Susan  Smith."  I  was  more, 
in  fact,  looking  at  the  balance,  clear  that  some  small  and  new  busi- 
nesses might  not  be  able  to  pay  their  way  and  certainly  that  that 
would  be  the  case  with  nongovernmental  organizations. 

So,  in  point  of  fact,  in  the  spirit  of  the  regulation,  I  consequently 
did  approve  classes  of  people.  Both  Charlie  Curtis,  our  Deputy  Sec- 
retary, the  Under  Secretary,  Tom  Grumbly  and  I,  well  understand 
this  rule  and  requirement  now,  and  you  may  be  certain  that  each 
one  of  these  decisions  will  be  made  personally  by  any  of  the  three 
of  us. 
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But  once  again,  we  had  no  intention  to  contravene  a  rule;  we 
simply  did  not  understand  this  requirement,  a  requirement  which 
is  different  for  the  Department  of  Energy,  I've  been  told,  ever  ex- 
isted. I  am  sorry  that  that  has  happened  because,  once  again,  it 
creates  the  impression  that  indeed  we  were  sloppy. 

Overall,  I  apologize  for  all  of  the  errors  undertaken  and  I  agree 
with  you;  certainly  they  indicate  mismanagement  on  the  adminis- 
trative and  management  side.  I  want  to  share  with  this  committee 
that  I  am  not  at  all  ashamed  of — indeed,  I  am  proud  of  the  plan- 
ning for  the  policy  work  and  the  way  that  these  delegations  com- 
ported themselves  internationally. 

You  need  to  know,  as  well,  Mr.  Chairman,  that  I  have  paid  a  per- 
sonal and  emotional  price  over  the  past  6  months.  But  sadly,  for 
our  Nation,  I  believe  that  the  delegation  members  who  work  with 
us  in  the  Department  of  Energy  have  paid  a  much  higher  price. 
People  have  forgotten  how  hard  everyone  on  this  delegation 
worked,  both  our  seasoned  veterans  and  the  young  people  who  are 
our  future  and  need  to  be  encouraged  to  go  after  the  prize,  even 
when  it's  difficult  to  identify. 

I  also  regret  that  the  benefits  that  all  the  members  of  the  delega- 
tion sought  have  been  ignored  in  this  play  of  Madonna's  plane.  I 
also  regret  that  its  likely  the  American  public  will  never  know  the 
benefits  that  the  missions  reap  over  time. 

You  heard  from  the  business  leaders  yesterday.  They  talked 
about  the  chilling  effect  of  the  impact  of  this  hearing  if  the  focus 
is  always  on  what  they  did  wrong. 

So  it  has  chilled  a  group  of  hard-working  employees  and  now 
even  their  families  wonder  why  they  were  gone  and  absent  and 
what  benefit  it  served  if  their  family  members  are  being  criticized. 

Sadly,  too,  the  American  business  community  and  their  employ- 
ees have  paid  a  price.  I  understand  you  heard  yesterday,  from 
Nancy  Bacon,  her  angst  and  chagrin  that  when  she  now  moves  in 
international  circles  people  titter  at  the  response  in  the  United 
States. 

Interestingly  enough,  each  of  these  business  delegates  took  this 
mission,  of  course,  for  their  own  purposes,  but  they  agreed  on  the 
plane  that  they  would  put  the  interests  of  America  ahead  of  their 
personal  interests,  and  so  comported  themselves  in  all  of  their  dele- 
gation meetings. 

So  even  in  the  rough  and  tumble  pursuit  of  business  successes, 
they  had  time  to  put  the  Nation's  agenda  first,  and  they,  too,  I  be- 
lieve, were  selfless  and  steadfast,  and  they  now  suffer  from  this 
tough  but  necessary  scrutiny. 

Let  me  talk  about  the  emerging  markets  in  the  world  for  which 
the  United  States  holds  dominance  and,  as  I  indicated  before,  for 
which  the  Department  of  Energy  has  so  much  responsibility,  along 
with  the  full  committee,  for  providing  to  the  U.S.  businesses. 

Renewable  technology,  clean  coal  technology,  energy  efficiency, 
oil  and  gas  exploration  and  electric  power — we  are  known  to  be 
tops  here,  in  a  market  newly  competitive  and  vicious,  in  order  to 
get  the  new  prize,  which  is  about  $4  trillion  worth  of  services  and 
product  to  be  sold  over  the  next  15  years.  This  is  serious  business. 

These  trade  missions,  you  heard  on  yesterday,  are  essential  tools 
for  modem  international  economic  competition  and  we  should  move 
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forward  to  continue  to  seek  this  prize  and  I  commit,  as  I  have  since 
the  day  I  understood  that  something  was  wrong,  to  work  on  fixing 
it. 

I  cannot  undo  the  past  but  I  do  want,  Mr.  Chairman,  to  be  clear 
to  you  that  I  have  been,  along  with  my  colleagues,  addressing  these 
problems  since  they  first  were  identified.  Nor  have  I  waited  for  the 
Inspector  General's  report  to  move  on  these  actions. 

I  directed  corrective  actions  as  early  as  January,  when  a  team 
was  formed  and  an  interim  international  travel  policy  was  devel- 
oped. Yes,  Mr.  Chairman,  it  is  an  interim  policy  for  even  I  knew 
that  if  we  issued  it  before  taking  into  consideration  the  comments 
of  the  GAO,  with  whom  I  have  been  working  since  I  came  into  of- 
fice, and  the  Inspector  General,  that  we  would  not  have  a  travel 
policy  that  anyone  could  sign  off  on. 

Nonetheless,  that  interim  policy  has  been  followed  and  I  can  re- 
port to  you,  and  I  hope  that  our  Chief  Financial  Officer  will,  as 
well,  that  we  have  tested  this  policy  on  two  occasions  when  the 
deputy  secretary  traveled,  first  to  Mexico  City  and  then  later  to 
Azerbaijan  and  finally,  to  Georgia  of  the  former  Soviet  Union, 

Our  travel  policies — you're  right — are  not  due  to  be  final  until 
July  31  because  they  need  to  be  vetted,  as  well,  with  our  friends 
at  the  State  Department  who  do  so  much  of  this  procurement  work 
for  us. 

I  want  to  come  back  to  the  issue  of  trips  and  the  chilling  effect. 
Our  business  partners  tell  us  they  cannot  imagine  another  Sec- 
retary of  Energy  taking  on  an  assignment  to  do  another  trade  mis- 
sion. I  will  tell  you,  Mr.  Chairman,  it's  going  to  be  hard  for  me  to 
suck  it  up  and  to  take  one  if  ever  you  and  I  are  in  agreement  that 
these  29  recommendations  are  fully  implemented. 

It's  almost  too  high  a  price  to  ask  anyone  to  pay.  No  matter  how 
well  intentioned  we  are,  because  the  work  is  so  complex  and  even 
with  best-intentioned  liaison,  there  are  going  to  be  slip-ups. 

I  want  to  talk  for  a  bit  more  about  the  opportunities  because  I 
believe  they  go  right  back  to  the  heart  of  what  America  is  all 
about.  I  talked  about  the  $4.1  trillion  available  in  services,  as  well 
as  in  technology  to  be  sold. 

There's  also  an  opportunity  to  expand  the  middle  class  in  these 
developing  nations,  which  means  to  expand  democracy  and  to  re- 
duce the  nuclear  danger  or  danger  of  international  strife  and  con- 
flict. Who  would  want  to  turn  their  backs  on  that? 

Governments  privatizing  large,  capital-intensive  infrastructure 
require  investment.  That's  why  the  governments  have  made  that 
decision.  In  order  to  gain  investment  in  a  market  where  everyone 
is  chasing  after  dollars,  there's  got  to  be  clear  direction  with  re- 
spect to  policy,  law  and  transparency  of  those  laws.  It  is  in  this 
area  that  we  were  seeking  to  make  change. 

Energy  projects  take  a  great  deal  of  money.  You  need  Wall  Street 
attention.  We've  been  working  on  that. 

Let  me  talk  about  the  strategic  engagement  for  just  a  moment. 
We  focussed  on  the  economic  benefits  of  those  trips.  We  have  not 
focussed  on  nuclear  safety  progress  in  India,  where  everyone  knows 
we  need  to  make  progress,  nor  returning  research  reactor  spent 
fuel  to  the  United  States,  as  it  can  be  used  to  make  nuclear  weap- 
ons. That's  an  important  goal.  Or  the  peaceful  uses  of  nuclear  en- 
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ergy  in  South  Africa,  where  an  agreement  was  finally  reached 
when  I  was  there  on  the  second  occasion,  and  we  were  able  to  sign 
a  document  to  now  begin  working  with  the  South  Africans,  to 
whom  we  owe  so  much  for  their  work  in  the  Nonproliferation  Trea- 
ty extension. 

I  want  to  talk  about  lasting  economic  relationships  in  emerging 
energy  markets.  Energy  is  the  cornerstone  of  economic  growth. 
America's  energy  is  plentiful  and  taken  for  granted.  But  in  develop- 
ing nations,  energy  is  the  key  to  economic  opportunity. 

We  took  on  bold  strategies  on  the  policy  front  because  we've  been 
working  to  get  nations  where  they  want  to  go  and  they've  been 
soaking  up  this  advice  like  sponges. 

I  will  not  tell  you  nor  outline  in  full  detail  the  number  of  times 
my  counterparts  have  come  to  the  United  States  for  return  follow- 
up  visits  with  experts  in  the  United  States,  with  businesses  in  the 
United  States,  and  on  Wall  Street,  which  is  what  the  action  is  real- 
ly all  about — acquiring  the  capital  to  finance  these  projects. 

But  I  have  accompanied  Prime  Minister  Benazir  Bhutto  to  finan- 
cial roundtables  in  New  York  City.  I  have  met  with  Minister  Salve 
from  India,  again  in  the  financial  marketplace  on  Wall  Street,  to 
come  up  with  alternatives  to  the  16  counterguarantees  for  the  U.S. 
projects  that  will  likely  be  approved. 

But  that's  the  tip  of  the  iceberg.  We  want  to  be  ensured  that  the 
projects  to  follow,  in  a  market  that  almost  approaches  $200  billion, 
is  achieved  and  U.S.  businesses  get  that  work. 

In  conclusion,  Mr.  Chairman,  I  once  again  want  to  reiterate  that 
I  apologize  for  every  misstep,  every  misspent  dollar  for  which  the 
Department  of  Energy  or  any  of  its  agencies  have  responsibility.  It 
is  my  responsibility  to  ensure  that  we  do  better  than  that. 

I  also  want  to  tell  you  that  I  continue  to  be  very  proud  of  the 
substantive  work  that  the  Department  of  Energy  and  its  business 
delegates  and  our  other  Federal  colleagues  have  done  on  these 
trade  missions. 

But  I  also  want  to  leave  you  with  a  clear  impression  that  I  have 
focussed  my  energies  broadly  across  the  Department  of  Energy's 
mandate,  and  we  have  a  record  of  which  you  can  be  proud. 

The  Department  of  Energy  bears  great  responsibility  for  the  ex- 
tension of  the  moratorium  on  underground  nuclear  testing  and  our 
position,  I  hope,  which  will  lead  to  the  agreement  on  language  and 
the  ultimate  signing  of  a  comprehensive  test  ban  treaty.  Mr.  Chair- 
man, I  do  not  believe  that  that  would  have  happened  without  this 
Department  of  Energy  under  its  current  leadership  team. 

We've  talked  about  reforms.  I  want  to  tell  you  that  we  have 
worked  to  save  the  American  taxpayer  $3-$5  billion.  Just  yester- 
day the  GAO  reported  in  another  committee  hearing,  which  was 
not  publicized,  that  the  Department  of  Energy  is  on  track  and  hit- 
ting the  mark  with  respect  to  delivering  the  $1.7  billion  saving  that 
we  have  committed  from  our  strategic  alignment  initiative. 

Now,  GAO  says  clearly  we  are  getting  early  low-hanging  "fruit" 
and  we'd  better  stay  on  it,  but  I  commit  here  to  stay  on  it,  because 
I  do  know  how  to  save  money.  We've  done  that  and  we've  proven 
that. 

I  also  want  to  tell  you  that  we  have  attended  to  our  environ- 
mental management  clean-up  work  and,  once  again,  we've  saved 
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money  there  through  contract  reform,  and  most  people  believe  that 
we  save  in  the  realm  of  $2-$5  billion  over  5  years  of  the  few  con- 
tracts that  have  been  recomputed  and  renegotiated.  No  one  argues 
that  detail. 

But  more  than  that,  we've  begun  actual  clean-up  and  we've 
moved  the  expenditure  from  paper  studies  to  clean-up — from  65 
percent  of  our  money  spent  on  paper  studies  to  now  66  percent  or 
67  percent  spent  on  real  and  actual  clean-up — and  we  have  met  our 
milestones  in  the  past  2  years  for  clean-up  by  over  90  percent. 

We  have  moved  past  the  3-mile  point  in  the  boring  of  Yucca 
Mountain  to  finish  the  characterization  of  that  mountain,  so  we'll 
know  where  we  will  store  all  of  this  nuclear  material,  both  com- 
mercial and  foreign,  that  I  have  responsibility  for.  And  I  have 
taken  each  of  these  responsibilities  seriously. 

Mr.  Chairman,  I  am,  I  know  that  you  will  think  mercifully,  about 
to  close.  I  need  to  say  one  thing.  Word  on  the  street  in  the  industry 
is  that  some  in  Congress  wanted  to  take  me  out  by  Christmas. 
Some  in  the  halls  of  Congress  now  say,  to  me  and  I  believe  to  you, 
too,  that  the  goal  is  to  destroy  me. 

I  don't  matter  in  this,  sir.  I  don't  matter  at  all.  What  does  mat- 
ter, I  believe,  are  our  colleagues  in  the  Department  of  Energy,  the 
sense  of  the  work  that  needs  to  be  done  here,  to  which  I  commit 
to  work  with  you  to  do. 

I've  brought  with  me  three  charts  that  outline  the  29  rec- 
ommendations of  the  Inspector  General.  One  of  my  colleagues  will 
help  me.  I  want  to  tell  you  that  already,  we  believe  that  10  of  these 
recommendations  are  completed,  with  another  two-thirds  to  do,  but 
we're  not  resting  there.  These  are  assigned  and  will  be  done. 

I  want  to  point  out  to  the  chairman  that  the  cost  of  creating 
these  posters  is  approximately  35  bucks  and  if  we  had  done  it  2 
years  ago  it  would  have  cost  us  over  $400  using  subcontractors.  We 
don't  do  that  anymore  and  we  know  how  to  save  money. 

You've  listened  very  attentively.  I  have  one  final  thing  to  say.  We 
are  extremely  guilty  of  our  failure  to  be  attentive  to  management 
details,  and  that  is,  Mr.  Chairman,  mismanagement.  We're  also 
guilty  of  being  overambitious  in  a  marketplace  that  is  so  volatile 
and  so  tough,  in  lands  that  are  foreign  to  all  of  us,  in  cultures 
where  the  requirements  are  for  flexibility,  for  deference  and  for, 
with  a  certain  degree  of  humility,  showing  that  you  understand  the 
interests  and  the  needs  in  the  host  country. 

We  have  done  this  each  time;  attempting  to  bring  home  the 
American  dream.  I  think  when  we  started  these  missions  it  was  all 
about  democracy,  prosperity  and  national  security.  It  continues  to 
be.  And  anything  that  I  have  done,  personally  or  through  the  De- 
partment to  distract  from  those  missions,  I  do  apologize  for  and  I'm 
very  anxious  to  get  on  with  the  business  of  working  with  you,  and 
with  this  and  other  committees  to  get  the  job  done,  and  get  it  done 
in  a  much  more  satisfactory  way. 

I  thank  you  for  your  attention  and,  most  importantly,  for  the  col- 
leagues who  are  sitting  behind  me,  on  whose  backs  most  of  this 
work  was  done — I  also  need  to  thank  you. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Hon.  Hazel  O'Leary  follows:] 
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Prepared  Statement  of  Hon.  Hazel  R.  O'Leary,  Secretary,  Department  of 

Energy 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  your  Subcommittee 
today  to  address  concerns  about  international  travel  at  the  Department  of  Energy, 
specifically  our  four  trade  missions  to  India,  China,  Pakistan  and  South  Afinca. 

In  recent  months,  much  has  been  said  by  members  of  Congress  and  the  media 
about  the  Department's  travel  and  trade  missions.  On  December  9,  1995,  I  asked 
the  Department's  Inspector  General  John  Layton  to  conduct  a  comprehensive  review 
of  my  international  travel,  including  the  Department's  four  trade  missions.  I  asked 
for  his  help,  because  I  knew  that  there  were  serious  administrative  and  bookkeeping 
problems  with  our  trade  missions  and  that  the  Office  of  the  Inspector  General's  re- 
view would  help  to  identify  and  solve  them.  Two  weeks  ago,  he  provided  me  with 
an  initial  draft  report  outlining  a  number  of  administrative,  bookkeeping  and  proce- 
dural shortcomings  in  the  way  we  conducted  our  trade  missions.  I  met  with  him  last 
Friday  to  discuss  these  matters. 

At  the  outset,  Mr.  Chairman,  I  know  that  there  were  real  problems  in  administra- 
tion and  accounting.  I  accept  responsibility  for  the  problems  identified.  Much  of  the 
administrative  and  accounting  work  was  coordinated  with  U.S.  embassies  in  the 
host  countries.  Proper  accounts  were  not  always  billed  by  the  embassies  on  the  De- 
partment's behalf ,  bills  were  not  always  verified  before  they  were  paid,  and  in  some 
instances  double  pa)mients  were  made.  In  hindsight,  this  system  failed  us.  I  regret 
that  we  followed  this  longstanding  practice.  I  own  the  shortcomings  identified.  But 
most  of  all,  I  am  chagrined  that  the  value  to  the  U.S.  economy  of  these  trade  mis- 
sions has  been  so  overshadowed  by  these  administrative  and  management  problems. 

I  have  already  directed  that  action  be  taken  to  fix  these  problems,  and  we  will 
diligently  pursue  the  necessary  corrective  measures.  Besides  discussing  the  prob- 
lems and  our  efforts  to  fix  them,  I  hope  that  my  appearance  today  will  shed  light 
on  why  the  Department  of  Energy  trade  missions  were,  and  are,  extremely  impor- 
tant. 

Problems  Identified 

Since  the  Inspector  General  will  receive  a  formal  response  fi"om  the  Department 
on  his  initial  draft  report  on  June  27,  1996,  it  would  be  inappropriate  and  pre- 
mature for  me  to  convey  our  comments  at  this  time.  Nonetheless,  summarized  below 
is  the  status  of  our  initial  review: 

•  Anti-Deficiency  Act  Questions:  The  Inspector  General's  draft  report  recommends 

an  Office  of  Generad  Counsel  review  of  certain  trade  mission  expenditures  to  de- 
termine if  there  was  any  non-compliance  with  the  Anti-Deficiency  Act.  That  re- 
view is  well  underway.  The  Office  of  General  Counsel  will  report  its  findings. 

•  Appropriated  Funds:  Based  on  the  same  expenditures,  the  Inspector  General  also 

recommended  an  Office  of  General  Counsel  review  of  certain  trade  mission  rep- 
resentation expenses  to  determine  if  any  misuse  of  appropriations  occurred. 
This  review  is  directly  tied  to  the  prior  review,  because  it  stems  fix>m  the  same 
events  leading  to  the  IG's  recommendations. 

•  Miscellaneous  Receipts  Act  Questions:  General  appropriations  law  requires  that 

certain  receipts  by  the  Department  not  be  retained  for  use  by  the  Department, 
but  instead  Tbe  returned  to  the  Treasury  as  so  called  Miscellaneous  Receipts. 
The  Inspector  General  recommended  that  the  Office  of  General  Counsel  review 
whether  money  collected  by  the  Department  of  Interior  on  our  behalf  for  one 
aircraft  charter  should  have  been  treated  as  a  Miscellaneous  Receipt. 

•  Per  Diem  Reduction  Regulations:  Government  regulations  and  a  DOE  order  re- 

quire federal  travelers  to  reduce  their  per  diem  reimbursement  requests  for  cer- 
tain meals  provided  to  them  during  tne  course  of  the  travel.  Based  upon  the 
Inspector  General's  initial  draft  report,  this  week  the  Acting  Chief  Financial  Of- 
ficer notified  all  federal  travelers  from  our  trade  missions  to  reimburse  the  gov- 
ernment for  any  meals  in  question.  In  addition,  we  will  implement  proper  train- 
ing of  administrative  staff  prior  to  July  31  to  ensure  that  proper  procedures  are 
followed  on  this  requirement. 

•  Invitational  Travel:  'The  Department  has  a  unique  and  restrictive  rule  specifying 

required  internal  procedures  for  invitational  travel.  Invitational  travel  to  non- 
DOE  locations  must  be  approved  in  advance  by  one  of  the  three  principal  sec- 
retarial officers.  This  provision  was  poorly  understood  by  Departmental  person- 
nel. We  have  taken  steps  through  a  memorandum  issued  by  the  General  Coun- 
sel on  April  23,  1996  to  ensure  that  Departmental  personnel  fiilly  comply  with 
this  provision. 

•  Trip  Reports:  The  draft;  report  q"estions  whether  the  Department  failed  to  file  a 

trip  report  on  the  Costa  Rica  trip  as  is  required  by  a  DOE  order.  In  fact,  a  nor- 
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mal  reporting  cable  was  filed  summarizing  our  work  on  the  trip.  We  will  for- 
ward the  cable  to  the  Inspector  General  with  our  comments  on  the  Initial  Draft 
Report. 

As  to  the  remaining  recommendations,  the  Department  had  already  addressed 
many  problems  prior  to  the  release  of  the  IG's  report.  For  example,  our  interim 
international  travel  policy  requires  that  a  single  "Senior  Responsible  OfBcial"  be 
designated  to  be  in  charge  of  each  major  trip,  that  a  budget  and  trip  plan  be  submit- 
ted to  the  CFO  for  approval  prior  to  travel  and  sets  strict  procedures  for  coordina- 
tion with  the  State  Department  on  all  goods  and  services  procured  during  the  mis- 
sion. 

State  Department / DOE  Collaboration  on  $255,000  Previously  Questioned.  Early 
press  accounts  asserted  that  some  $255,000  of  India  and  South  Africa  trade  mission 
expenses  were  unaccounted  for  in  records  between  Department  of  Energy  and  De- 
partment of  State.  To  date,  we  have  now  documented  that  entire  amount  with  de- 
tailed invoices  and  records — as  well  as  retrieved  the  same  documentation  for  the 
Pakistan  and  China  missions. 

Questions  remain  regarding  approximately  $100,000  of  the  unaccounted  balance, 
most  of  which  should  be  resolved  once  full  documentation  is  received.  The  State  De- 
partment is  working  with  appropriate  embassies  to  resolve  these  remaining  issues. 
During  the  course  of  the  State  Department's  review,  instances  were  uncovered 
where  accounting  errors  resulted  in  an  incorrect  charge  to  DOE  accounts.  Account- 
ing adjustments  have  been  made  and  will  be  made  by  the  State  Department  to  cor- 
rect any  errors. 

As  to  our  efforts  to  collect  outstanding  trip  costs  from  non-federal  travelers,  we 
identified  21  travelers  with  unpaid  balances  in  December,  1995.  Currently,  only  four 
individuals  have  not  paid  anjrthing,  with  another  two  that  have  made  some  pay- 
ments. We  are  pursuing  further  collection  action  against  these  debtors. 

DOE  Trade  Missions:  Measuring  Benefits  of  Business  Deals.  The  Inspector  Gen- 
eral also  describes  the  difficulty  in  quantifying  the  economic  benefits  of  our  mis- 
sions. Even  our  harshest  critics  have  conceded  that  trade  missions  to  rapidly  ex- 
panding energy  markets  are  valuable  to  the  United  States.  They  help  America 
achieve  economic  gains  and  create  American  jobs.  Measuring  those  benefits  is  dif- 
ficxilt — particularly  on  major  energy  projects  that  can  take  up  to  a  decade  to  com- 
plete. 

As  many  countries  often  do  on  trade  missions,  we  provided  U.S.  businesses  an  op- 
portunity to  sign  agreements  with  foreign  partners  at  ceremonies  with  our  host 
Ministers  and  me,  usually  at  the  end  of  the  mission.  Our  original  estimates  totalled 
the  projected  values  reported  to  us  by  the  business  representatives  just  prior  to 
these  ceremonies.  Incluoed  in  the  total  deals  were  various  agreements,  such  as  firm 
contracts,  letters  of  intent  or  memoranda  of  agreement.  Subsequent  progress  reports 
distinguished  the  deals  by  t5T)e  of  agreement,  status  and  potential  number  of  jobs 
generated  by  each  project. 

At  the  signing  ceremonies  and  in  public  speeches  upon  returning  home,  we  have 
tried  to  stress  mat  the  most  important  achievements  of  the  missions  were  not  the 
dollar  values  alone — ^but  the  policy  reforms  advanced  that  will  enable  more  agree- 
ments to  survive  the  rigorous  path  to  financial  closure.  The  estimates  marked  a  be- 
ginning of  a  multi-year  effort — not  an  end. 

In  previous  testimony  by  my  colleagues  at  the  Department,  they  gave  a  detailed 
report  of  how  we  arrived  at  these  estimates.  We  stand  by  these  figures  for  what 
they  were:  estimates  by  the  companies  involved.  Professionals  in  the  energy  busi- 
ness probably  better  understood  our  distinctions.  In  his  report,  the  IG  narrows  his 
focus  on  whether  press  releases  were  precise  enough.  Clearly  they  were  not.  We  did 
not  intend  to  take  full  credit  for  these  deals— the  businesses  involved  were  primarily 
responsible  for  these  successes. 

Recently,  the  General  Accounting  Office  (GAO)  reviewed  these  agreements  for  yet 
another  form  of  measurement,  estimating  the  amount  of  U.S.  content  in  the  projects 
that  have  gone  to  financial  closure  to  be  over  $400  million.  The  GAO  also  stated 
that,  in  the  long  run,  the  value  of  the  missions  could  turn  out  to  exceed  the  $19.7 
billion  estimate  provided  by  the  companies. 

There  has  been  a  great  deal  of  discussion  and  controversy  about  our  choice  of 
words  in  characterizing  the  value  of  DOE  trade  missions.  Therefore,  I  will  review 
the  words  of  others.  For  example,  the  Inspector  General's  draft  report,  however  criti- 
cal of  DOE  management  of  the  missions,  included  the  following  descriptions  of  value 
of  these  missions: 

•  "We  found  the  Department  had  a  positive  impact  on  many  of  the  business  agree- 
ments that  were  signed,  worked  to  achieve  policy  and  regulatory  structure  re- 
forms intended  to  promote  investment  in  the  host  countries,  and  had  numerous 
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non-monetary  outcomes  relating  to  trade  promotion  and  cooperation  on  trade  is- 
sues." 

•  "The  Department's  trade  missions  also  assisted  in  broad  market  development. 

Specifically,  two  new  markets  were  established  as  a  result  of  Secretary 
O  Learys  trade  missions  to  India  and  China,  [wind  energy  in  India,  clean  coal 
technoloror  in  China.]" 

•  'This  broad  market  development  cannot  be  accurately  measured  in  dollars,  al- 

though development  is  crucial  to  creation  and  advancement  of  business  agree- 
ments." 

•  "Almost  every  company  ofiBcially  contacted  was  highly  satisfied  with  the  trade 

missions." 
In  addition,  JayEtta  Hecker  fi:t>m  the  General  Accounting  Office,  in  her  testimony 
before  this  Subcommittee  on  April  24,  1996,  said  the  following  about  Department 
of  Energy  trade  missions: 

•  "I  think  DOE  accurately  reported  the  representation  by  business  of  the  size  of  the 

deals  that  were  signed  or  initialed  in  some  fashion  on  the  missions." 

•  "There  are  several  businessmen  that  we  contacted  who  said  the  deals  would  not 

have  gone  through  without  the  assistance  [of  DOE],  that  there  was  real  assist- 
ance there ..." 

•  "We  specifically  honed  in  on  the  13  firms  with  finalized  deals  and  nine  specifically 

said  that  there  was  a  positive  DOE  contribution,  advancing  or  accelerating  the 

deals." 
To  the  extent  that  our  use  of  the  words  "resulted  in"  has  been  construed  as  an 
attempt  by  the  Department  to  take  fiill  credit  for  deals  signed  on  these  missions, 
this  was  a  poor  choice  of  words.  We  will  take  seriously  the  Inspector  General's  rec- 
ommendation that  we  estabUsh  policies  and  procedures  for  press  releases  related  to 
our  trade  promotion  activities.  Looked  at  in  the  context  of  our  fiill  statements  and 
press  releases  about  our  trade  missions,  I  think  we  gave  primary  credit  for  deals 
signed  where  credit  was  due — with  the  businesses  who  are  the  architects  of  their 
own  successes.  We  at  the  Department  remain  proud  of  our  success  in  helping  to  ad- 
vance business  deals,  to  open  new  markets  for  energy  technology,  to  increase  or  ar- 
range business  access  to  Mgh-level  foreign  government  ofi&cials  and  to  advance  U.S. 
economic  and  security  interests. 

Fixing  the  Problems:  the  Department's  Course  of  Action 

I  met  with  Mr.  Layton  last  week  to  discuss  the  report,  and  have  directed  that  all 
of  his  recommendations  be  implemented  to  correct  the  accounting  and  administra- 
tive shortcomings.I  have  appointed  the  Department's  Acting  Chief  Financial  Officer 
to  lead  the  Department's  effort  to  refine  and  implement  tiie  29  recommendations 
found  in  the  IG's  draft  report,  with  a  target  date  of  July  31  of  this  year.  We  believe 
that  we  have  made  substantial  progress  on  ten  of  the  recommendations.  We  are  in 
the  process  of  addressing  all  of  the  others.  But  we  had  not  been  waiting  for  the  re- 
sults of  the  IG's  review  to  begin  corrective  action. 

Interim  Travel  Policy.  In  early  January,  a  team  at  the  Department  went  to  work 
to  formalize  existing  international  travel  procedures,  change  policies  and  procedures 
which  were  not  working,  and  develop  new  procedures  where  necessary.  As  a  result 
of  this  effort,  a  comprehensive  international  travel  policy  for  the  Department  went 
into  effect  on  an  interim  basis  on  April  15,  1996. 

This  policy  addresses  many  of  the  issues  raised  in  Mr.  Lajyrton's  report  such  as 
the  need  for  appointing  a  single  senior  official  to  be  responsible  for  all  aspects  of 
a  trip.  He  recommends  better  trip  planning,  control  of  travel  costs,  aircraft  procure- 
ment, fiill-cost  recovery  from  private  paiticipante  and  accounting  of  fiinds  spent 
through  U.S.  embassies  overseas. 

This  interim  travel  policy  vests  leadership  responsibility  for  a  given  trip  in  a  "Sen- 
ior Responsible  Official"  (SRO).  It  cross  checks  the  SRO's  work  with  review  and  ap- 
proval by  the  Department's  CFO  of  all  trip  plans  and  budgets.  It  subjects  foreign 
trips  costing  over  $50,000  to  more  rigorous  administrative  planning  and  execution 
requirements,  and  requires  a  detailed  budget,  approved  in  advance  by  the  CFO  for 
all  trips  over  $150,000;  and  places  the  SRO  in  charge  of  documenting  and  reconcil- 
ing international  travel  expenses  and  ensuring  proper  funds  are  collected  from  non- 
federal participants.  After  receiving  comments  from  the  Inspector  General,  the  GAO 
and  program  secreterifd  officers,  the  final  international  travel  policy  will  be  imple- 
mented by  July  31. 

The  Policy  In  Practice.  Consistent  with  mv  March  13  letter,  I  have  undertaken 
no  more  international  trade  missions  until  the  Inspector  General  approves  our  ad- 
ministrative reforms  relating  to  international  travel.  Our  CFO  reports  that  the  in- 
terim travel  policy  has  been  "field  tested"  on  two  trips  by  the  Deputy  Secretary:  one 
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to  Mexico,  and  a  second  to  Baku,  Azerbaijan  and  Tblisi,  Georgia.  Our  CFO  reports 
that  the  pohcy  functioned  properly. 

Systematic  Reforms.  On  January  18  of  this  year,  I  enlisted  the  assistance  of  the 
GAO  in  identifying  systematic  ways  to  improve  management  processes  and  proce- 
dures at  the  Department.  I  asked  the  Department's  Chief  Operating  OfBcer,  Deputy 
Secretary  Charles  Curtis  to  work  with  the  GAO  on  this  initiative.  Our  team  met 
with  the  GAO  and  is  working  to  identify  and  implement  a  number  of  management 
reforms. 

I  am  pleased  to  report  that  a  number  of  reforms  are  now  underway.  We  have  im- 
plemented a  strategic  management  system  that  clarifies,  details  and  documents 
interrelated  strategic  planning,  budgeting  and  program  evaluation  processes.  This 
system  is  serving  as  the  impetus  in  the  Department's  efforts  to  align  its  strategic 
and  operational  planning  with  this  Administration's  strategic  intent. 

Second,  the  Grovemment  Performance  and  Results  Act  of  1993  requires  federal 
agencies  to  submit  annual  performance  plans  starting  with  the  FY  1999  budget.  The 
Department  of  Energy  will  submit  its  first  annual  performance  plan  to  0MB  with 
its  FT  1998  budget  request  in  this  September,  one  year  ahead  of  schedule. 

Third,  early  in  my  tenure,  recognizing  the  antiquated  contractual  relationships 
that  the  Department  had  with  its  management  and  operating  contractors,  the  De- 
partment developed  and  is  now  implementing  the  Contract  Reform  Initiative.  This 
initiative  has  led  to  performance-based  contracts  defining  the  work  to  be  done,  how 
it  will  be  accomplished  and  how  it  will  be  evaluated  for  purposes  of  compensation 
to  our  contractors.  This  action  follows  meetings  with  the  GAO  early  in  my  tenure 
to  address  the  longstanding  management  and  operating  problems  confronting  the 
Department.  To  address  these  problems,  we  have  undertaken  comprehensive  re- 
forms in  the  management  and  operation  of  the  DOE  complex.  Our  Contract  Reform, 
Strategic  Planning  and  Strategic  Alignment  initiatives  are  all  part  of  this  effort. 

I  was  pleased  to  read  recently  that  Victor  Rezendes,  the  Director  of  Energy,  Re- 
sources and  Science  Issues  at  the  GAO,  recounted  to  this  Committee  the  manage- 
ment difficulties  at  DOE  that  date  back  to  the  Manhattan  Project.  As  to  our  reform 
efforts,  he  said,  "I  have  to  give  them  credit.  Secretary  O'Leary  has  probably  made 
the  most  aggressive  changes  we  have  seen  in  contract  management.  When  she  came 
here  and  she  read  our  report,  she  was  appalled  at  what  was  going  on,  and  she  said 
they  needed  a  fundamental  change,  away  from  total  cost  reimbursements,  more  into 
competition,  more  into  performance  measures  where  the  contractors  will  be  held  ac- 
countable for  their  performance  of  what  they  have  done  rather  than  just  the  fact 
that  they  spent  time  at  these  [DOE]  facilities.  We  see  this  as  a  great  effort  and  still 
a  working  process."  ("Hearings  on  Department  of  Energy:  Travel  Expenditures  and 
Related  Issues  before  the  Subcommittee  on  Oversight  and  Investigations,  Commit- 
tee on  Commerce,  House  of  Representatives,"  January  4  and  March  8,  1996,  p.  116- 
117.) 

Why  Department  of  Energy  Trade  Missions 

Almost  lost  in  the  discussion  of  the  administrative  and  bookkeeping  problems  is 
the  larger  question  of  why  we  took  on  the  challenge  of  complex  trade  missions  in 
tiie  first  place.  Each  of  our  trade  missions  advanced  national  energy,  economic  and 
security  priorities. 

The  Authority.  We  conducted  trade  missions  in  response  to  new  direction  from 
Congress  in  two  1992  laws,  the  Energy  Policy  Act  and  Export  Enhancement  Act. 
These  statutes  gave  the  Department  responsibility  for  "encourag[ing]  the  export  of 
United  States  renewable  energy  technologies"  and  for  "assist[ing]  United  States 
firms,  especially  firms  that  are  in  competition  with  firms  in  foreign  countries,  to  ob- 
tain opportunities  to ...  undertake  projects  in  foreign  countries."  Congress  author- 
ized the  Secretary  of  Energy  to  "develop  policies  and  programs  to  encourage  the  ex- 
port and  promotion  of  domestic  energy  resource  technologies ...  to  developing  coun- 
tries." 

The  Market.  The  provisions  of  the  Energy  Policy  Act  did  not  emerge  by  chance. 
U.S.  energy  companies,  economists  and  public  policy  experts  recognized  the  hun- 
dreds of  billions  of  dollars  in  overseas  sales  opportunities  in  the  energy  sector.  A 
1992  DOE  study  estimated  the  value  of  the  international  energy  market  at  4.1  tril- 
lion dollars.  According  to  the  Energy  Information  Administration,  the  Asian  econo- 
mies alone,  including  China,  India  and  Pakistan,  are  expected  to  spend  as  much  as 
$1  trillion  on  power-related  infi-astructure  over  the  next  15  years.  China  will  need 
over  100  000  Megawatts  (MW)  of  new  electric  power  generation  in  the  next  five 
years.  India  will  need  an  additional  140,000  MW  of  power  in  the  next  15  years. 
Each  1,000  MW  represents  up  to  $1  billion  in  capital  investment.  The  U.S.  power 
industry  is  the  world's  leader,  poised  to  compete  effectively  for  their  fair  share  if 
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our  government  works  aggressively  with  host  countries  to  privatize  the  electric  util- 
ity sector  and  supports  U.S.  firms  to  meet  the  competition. 

Policy  Secures  Investment.  Trade  and  evolving  policy  reforms  to  open  markets 
abroad  are  deeply  related.  In  the  international  energy  business,  projects  do  not 
move  forward  witnout  financing.  And  private  financing  does  not  flow  to  projects  un- 
less a  nation's  economic  and  legal  policy  is  clear,  sustained  and  transparent.  In  re- 
cent years,  developing  nations  oegan  to  reform  their  approach  to  financing  energy 
projects.  They  faced  the  same  competing  pressures  on  government  budgets  that  we 
know  so  well.  They  envisioned  a  goal  of  advancing  their  citizens  into  a  stable  middle 
class.  They  decided  that  scarce  governmental  resources  are  better  spent  on  people — 
in  education,  health  and  job  training  as  opposed  to  infrastructure.  This  provided  the 
impetus  to  move  fi-om  their  traditional  model  of  government  financed  energy  infra- 
structure and  to  privatization. 

A  number  of  developing  nations  are  now  competing  aggressively  against  each 
other  to  attract  capital  from  a  limited  supply  of  private  debt  and  equity  available 
by  implementing  energy  policy  and  institutional  reforms.  For  that  reason,  India, 
Pakistan  and  South  Africa  sought  the  Department's  advice  as  they  established  mar- 
ket-based policies  and  regulatory  structures  for  energy  sectors  in  transition  from 
government  to  private  control.  Cftiina  welcomed  a  dialogue  with  us  on  these  topics. 

The  Department's  policy  expertise  in  electricity  policy,  renewable  energy,  energy 
efBciency,  clean  coal  technology,  oil  and  natural  gas,  nuclear  energy  and  project  fi- 
nance has  helped  advance  U.S.  business  interests  in  these  countries.  Our  involve- 
ment in  public  policy  reform  provides  U.S.  businesses  with  improved  access  to  these 
markets,  and  perhaps  more  importantly,  an  opportunity  to  identify  the  rules  and 
regulations  governing  them  that  might  hinder  private  investment.  As  the  IG  report 
notes,  our  trips  provided  the  business  community  with  the  opportunity  to  meet  with 
those  developing  new  policies  and  to  provide  recommendations  on  the  reforms  nec- 
essary to  attract  capital. 

The  Competition.  As  they  envisioned  these  opportunities,  U.S.  businesses  also 
knew  that  more  of  the  emerging  markets — most  controlled  by  central  governments — 
would  be  lost  to  their  competitors  unless  the  United  Stetes  emulated  their  foreign 
competitors.  They  required  support  in  the  expansion  of  international  trade  through 
government-sponsored  trade  missions.  In  August  1993,  returning  business  leaders 
from  a  joint  Commerce  Depeirtment/Energy  Department  trade  mission  strongly 
urged  that  the  U.S.  government  reform  its  policy  with  China  to  better  enable  U.S. 
firms  to  enter  partnerships  in  that  rapidly  expanding  market.  They  presented  a  list 
of  recommended  actions  that  could  improve  energy  trade  and  overall  relations  with 
China.  I  took  their  concerns  on  personally,  contacting  senior  colleagues  from  the 
White  House,  the  Departments  of  State,  Commerce,  Treasury  and  Defense,  the  Ex- 
port-Import Bank,  the  Trade  and  Development  Agency,  the  Overseas  Private  Invest- 
ment Corporation,  and  the  Agency  for  International  Development.  Ron  Brown  and 
I  convened  this  Administration  action  team  to  respond  to  their  recommendations, 
which  included  an  action  item  to  conduct  trade  missions  to  China.  Before  we 
planned  arrangements  for  a  DOE  trade  mission  to  China,  we  took  action  on  several 
recommendations — from  gaining  authorization  for  Export-Import  Bank  project  fi- 
nancing to  rationalizing  controls  on  exports  of  computer  energy  control  eqviipment 
to  working  on  Most  Favored  Nation  status  for  China,  which  was  then  actively  under 
review. 

The  Reality.  The  foreign  competition  to  enter  these  markets  is  fierce  and  aggres- 
sive. The  GAO  pointed  out  in  its  most  recent  report  on  our  trade  missions,  that, 
"Foreign  governments  use  a  variety  of  tactics,  including  performing  high-level  advo- 
cacy, providing  project  financing  (including  low-interest  loans  and  corporate  finan- 
cial assistence),  and  making  promises  of  technology  transfer  and  aid  funds  in  order 
to  obtein  projects  for  their  own  companies.  For  instence,  in  January  1996,  the  Cana- 
dian Prime  Minister  and  seven  ministers  took  300  business  representatives  from  a 
variety  of  industry  sectors  to  India." 

"Advocacy  is  not  just  limited  to  our  major  industrialized  competitors,"  the  report 
continued.  "In  August  1995,  a  Malaysian  cross-sectoral  trade  mission  of  250  high- 
level  government  officials  and  business  executives  visited  South  Africa  at  the  same 
time  that  the  U.S.  Secretary  of  Energy's  trade  mission  was  visiting  the  country." 
In  fact.  Ambassador  Princeton  Lyman  and  I  flew  to  Sun  City  in  order  to  hold  our 
bilateral  meeting  with  Deputy  President  Mbeki,  who  was  meeting  with  the  Malay- 
sians there. 

Recent  information  obteined  by  this  Subcommittee  from  the  Central  Intelligence 
Agency  demonstrates  that  there  is  aggressive  competition  even  in  the  trade  mission 
arena.  Competitors  like  Great  Britain,  Germany,  France,  Canada  and  Japan  are 
among  our  chief  rivals.  The  CIA  found  that,  just  to  the  four  nations  where  I  led 
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trade  missions,  our  competitors  led  fifty.  We  chose  to  meet  this  competition,  not  ig- 
nore it. 

But  these  reports  only  touch  the  surface  of  the  competitive  landscape  described 
in  the  Commerce  Department's  October  1995  study  titled  Foreign  Competitive  Prac- 
tices Report,  which  we  submitted  to  this  Subcommittee  some  months  ago.  It  quan- 
tifies the  financial,  technical  and  advocacy  support  provided  by  our  competitors  in 
ottier  developed  nations,  and  it  should  serve  as  a  wake-up  call  to  any  policy-maker 
who  has  doubts  about  the  importance  of  our  nation's  engagement  on  trade. 

Strategic  Interests.  Our  engagement  on  the  energy  front  also  enabled  us  to  ad- 
vance other  interests  of  strategic  importance  to  the  United  States,  particularly  in 
the  nuclear  arena.  Our  work  with  these  nations  in  the  energy  sector  has  allowed 
us  to  engage  them  on  nuclear  matters  such  as  safety,  non-proliferation  and  nuclear 
waste.  India  responded  positively  to  our  offer  of  cooperation  on  commercial  nuclear 
reactor  safety,  allowing  the  U.S.  to  work  with  India  for  the  first  time  in  manv  years 
on  these  matters.  We  engaged  Chinese  officials  on  shifting  from  using  highly  en- 
riched uranium  in  their  nuclear  research  reactors  to  low  enriched  uranium,  a 
change  that  is  a  key  non-proliferation  goal  of  the  United  States.  We  signed  an 
agreement  with  South  Afiica  on  Peaceful  Uses  of  Nuclear  Energy.  In  each  of  these 
instances,  the  Department's  experts  shaped  bilateral  agreements  or  other  develop- 
ments that  serve  U.S.  national  security  interests. 

Energy  is  the  prerequisite  for  economic  growth  that  many  in  America  take  for 
granted.  A  strong  energy  infrastructure  is  the  first  step  toward  building  lasting  eco- 
nomic relationships  with  foreign  countries  in  other  areas.  A  person  with  power  in 
India,  the  world's  largest  democracy,  is  a  potential  customer  for  a  host  of  tJ.S.  man- 
ufactured products.  So  it  follows  that  our  engagement  in  the  energy  sector  will  help 
emerging  economies  develop  into  stronger  tramng  partners  in  virtually  every  com- 
mercial export  sector  that  exists. 

Each  of  our  trade  missions  originated  in  requests  from  officials  at  the  highest  lev- 
els in  both  our  government  and  those  of  our  host  countries.  For  instance: 

•  In  May  1994  ,  President  Clinton,  during  a  visit  of  Prime  Minister  Rao  of  India, 

made  the  commitment  that  I  would  conduct  high-level  working  sessions  in  India 
that  summer,  and  the  Minister  of  Power  of  Inma  invited  me  as  well. 

•  The  Prime  Minister  of  Pakistan,  Benazir  Bhutto;  the  President  of  Pakistan,  Mr. 

Leghari;  and  the  U.S.  Ambassador  to  Pakistan  all  requested  that  I  come  to 
Pakistan  to  assist  them  with  their  implementation  of  market-based  reform  in 
the  energy  sector. 

•  In  a  visit  to  the  Department  in  1994,  Vice  Premier  Zou  Jiahua  of  the  Peoples'  Re- 

public of  China  first  invited  me  to  China.  Later,  the  Chairman  of  the  State 
Science  and  Technology  Commission  Song  Jian  of  liie  Peoples'  Republic  of  China 
requested  that  I  conduct  a  mission  to  China  to  address  sustainable  energy  mat- 
ters, and  titiis  invitation  was  later  reconfirmed  by  Ambassador  Li  on  behalf  of 
our  oflBcial  host,  the  Chairman  of  the  State  Planning  Commission  Chen  Jinhua. 

•  President  Nelson  Mandela  personally  requested  that  I  bring  a  delegation  of  ex- 

perts to  South  Africa,  and  our  President  confirmed  that  I  should  travel  to  South 
Africa  to  address  pressing  reconstruction  and  development  challenges  that  have 
emerged  with  the  end  of  apartheid.  Later,  the  Minister  of  Energy  and  Minerals 
Pik  Botha  followed  up  on  this  request  as  the  official  host  of  our  delegation. 
The  National  Security  Council  approved  our  foreign  travel  in  advance — the  nor- 
mal procedure  for  international  travel. 
Trade  Missions:  New,  Ambitious,  Results-Oriented  and  Complex 

The  Department  of  Energy,  in  planning  these  missions,  focused  on  policy  reforms 
and  advocacy  that  would  allow  U.S.  firms  to  capture  market  share  and  bring  busi- 
ness and  jobs  home  to  Americans.  We  brought  leading  U.S.  business,  financial  and 
energy  policy  experts  together  with  high-level  government  and  private  sector  ofB- 
cials  in  these  nations  to  discuss,  recommend  and  advance  policy  reforms  which 
would  move  government-controlled  energy  markets  to  privatization.  We  sought  to 
build  long-term  relationships  with  decision-makers  that  could  be  relied  upwi  over 
the  years  it  can  take  for  an  energy  project  to  move  from  initial  agreement  through 
construction  to  final  operation.  ,     ,  ,         .  ,        v  i.     i.- 

To  achieve  these  stretching  goals,  we  packed  ovu-  schedules  with  substantive 
events:  from  bilateral  meetings  at  the  highest  levels  of  government,  both  at  execu- 
tive and  legislative,  and  at  federal,  state  and  local  levels;  to  full-scale  policy  con- 
ferences with  government  and  industry  experts;  to  roundtable  discussions  with  leg- 
islators; to  meetings  with  rural  vUlagers.  The  itineraries  for  all  of  our  overseas  work 
have  been  provided  to  the  Subcommittee.  We  also  provided  tnp  reports  for  each  ot 
the  trade  missions  and  associated  documents  also  have  been  provided  in  response 
to  numerous  Subcommittee  requests,  beginning  in  January  with  an  initial  install- 
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ment  of  approximately  15,000  pages,  and  now  amount  to  about  19,000  pages.  These 
materials  document  the  aggressive  schedules  and  considerable  results  Oiat  emerged 
from  the  trade  missions,  as  well  as  the  complex  nature  of  the  planning  which  pre- 
ceded them.  In  seven  days  in  India,  we  conducted  30  meetings  and  events  in  two 
cities  and  a  village.  In  three  and  one  half  days  in  Pakistan,  we  conducted  23  meet- 
ings in  two  cities  and  a  village.  In  six  days  in  China,  we  conducted  28  meetings  in 
two  cities  and  a  village.  Over  6  days  in  South  Africa,  we  conducted  30  events  in 
four  cities  and  two  townships. 

Our  preparation  for  each  mission  involved  intensive  effort  spanning  several  weeks 
(and  sometimes  months)  before  each  trip.  We  began  by  dedicating  appropriate  en- 
ergy experts  in  the  Department  and  throughout  the  Administration  to  plan  for  each 
energy  sector  area:  electric  power,  finance,  oil  and  gas,  coal,  energy  efficiency,  re- 
newable energy,  nuclear  power  and  non-proliferation.  We  were  motivated  by  a  de- 
sire to  ensure  policy  success  for  U.S.  business,  workers  and  the  federal  government. 
By  almost  all  accounts,  we  met  or  exceeded  these  substantive  goals.  Our  delegates 
had  few  complaints. 

Our  people  worked  with  interested  industry  contacts  to  identify  the  critical  com- 
mercial, policy  and  investment  issues  on  both  sides  that  needed  to  be  addressed  in 
order  to  advance  the  mutual  interests  of  the  United  States  and  our  host  countries. 
Our  people  recommended  events  to  illustrate  the  importance  of  the  policies  at  stake. 
They  identified  a  roster  of  appropriate  delegation  members  and  coordinated  with 
colleagues  at  the  State  Department,  Commerce  Depsutment,  U.S.  Trade  Representa- 
tive's Office,  National  Security  Council,  the  Export/Import  Bank,  the  Overseas  Pri- 
vate Investment  Corporation,  the  Environmental  Protection  Agency.  Most  impor- 
tantly, on  the  pre-advance  trips,  our  substantive  team  made  early  contact  with  ap- 
propriate officieds  in  the  host  nations  to  find  common  issues  ripe  for  discussion  and 
requiring  resolution. 

This  policy  and  trade  work  required  strong  logistical  support.  A  team  was  formed 
to  plan  the  complicated  administrative,  communications,  security  and  logistical  sup- 
port required  to  meet  the  schedules.  This  task  was  difficult,  given  complications  of 
making  arrangements  in  developing  countries  where  there  are  many  obstacles  to 
communication  and  technology.  In  the  end,  we  did  not  prepare  adequately  in  this 
area.  The  Department's  administrative  infi-astructure  strained  under  the  pressures 
of  these  new  challenges.  We  now  know  the  extent  to  which  our  systems  suffered 
from  historical  lack  of  written  procedures  and  guidelines  and  complex  administra- 
tive and  accounting  systems,  as  well  as  forceful  coordination  with  our  Embassies. 

As  newcomers  to  the  trade  mission  arena,  before  launching  the  first  mission  the 
Department's  staff  met  with  Commerce  Department  professionals  to  probe  their  best 
and  worst  experiences  on  trade  missions  to  ensure  that  we  benefitted  from  their  ex- 
pertise in  handling  business  delegations.  We  learned  from  them  that  we  were  on 
the  mark  in  understanding  our  role  of  assisting  U.S.  firms  by  establishing  lasting 
high-level  contacts  during  the  initial  mission  to  an  emerging  market;  we  sought 
their  advice  on  preparation  of  policy  papers  and  other  materials  to  assist  the  dele- 
gates. We  were  alerted  to  the  realization  that  we  should  be  prepared  for  staffers 
or  delegates  falling  ill,  which  would  require  depth  in  staffing.  We  learned  this  lesson 
too  through  our  own  experience,  for  many  became  ill. 

Once  the  missions  were  underway,  our  energy  experts  provided  the  substantive 
foundation  for  dozens  of  bilateral  meetings  in  each  country.  They  conducted  full- 
scale  policy  conferences  that  made  consensus  policy  recommendations  and  joint  ac- 
tion plans  to  me  and  our  host  ministers.  They  negotiated  and  drafted  bilateral  policy 
and  technical  cooperation  agreements.  They  helped  advance  dozens  of  projects  for 
the  U.S.  firms  on  the  missions  though  project  advocacy. 

The  number  of  staff  involved  was  directly  related  to  the  policy  objectives  and 
logistical  demands  of  each  mission.  While  our  nation  has  but  one  Energy  Secretary, 
most  of  the  nations  we  visited  had  five  or  six  Ministers  with  responsibilities  that 
correspond  to  my  portfolio  of  responsibilities.  In  India,  for  example,  in  addition  to 
meeting  with  the  Prime  Minister  and  Minister  of  Finance,  we  held  bilateral  working 
sessions  with  the  Minister  of  Power,  the  Minister  of  State  for  Non-Conventional  En- 
ergy Sources,  the  Minister  of  State  for  Environment  and  Forests,  the  Minister  of 
State  for  Coal,  the  Minister  of  State  for  Petroleum  and  Natural  Gas,  and  the  Chair- 
man of  the  Atomic  Energy  Commission. 

To  illustrate  the  challenges  of  conducting  these  missions,  consider  our  agenda  in 
India.  It  included  a  two-day  Energy  Summit  with  over  500  participants,  a  Finance 
Roundtable,  a  govemment-to-govemment  roundtable  to  address  recommendations 
emerging  from  the  Energy  Summit,  eight  bilateral  meetings,  a  briefing  for  U.S. 
business  representatives  by  the  U.S.  Embassy,  five  site  visits,  and  two  signing 
events.  Eacn  event  was  important  to  a  policy  objective,  and  each  of  the  activities 
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required  staff-level  policy  expertise  from  the  Department.  Policy  and  logistical  staff 
worked  long  hours  to  plan  and  carry  out  these  events,  with  tremendous  success. 

Consider  the  similar  staffing  demands  of  our  South  Africa  mission,  where  our 
agenda  was  also  rigorous.  We  met  with  South  Africa's  three  top  officials — ^its  Presi- 
dent and  two  Deputy  Presidents — as  well  as  conducting  bilateral  meetings  with 
seven  ministers  and  other  officials.  We  visited  a  township  and  set  in  motion  an  ef- 
fort by  U.S.  companies  to  invest  there.  We  held  a  two-day  Energy  Simimit,  laying 
the  groundwork  for  policy  recommendations  on  energy  sector  reforms  to  South  Afri- 
ca's Minister  of  Energy  and  Mineral  Affairs.  We  participated  in  a  historic  meeting 
with  the  parliamentary  committee  with  jurisdiction  for  privatizing  the  energy  sec- 
tor. We  dedicated  the  opening  of  a  factory  that  produced  photovoltaic  panels  and 
witnessed  their  application  in  schools,  clinics  and  a  health  facility.  Finally,  we  made 
a  trip  to  Kimberly,  South  Africa  and  held  a  meeting  with  provincial  leaders  and 
business  people  to  develop  a  plan  of  action  to  initiate  fast-track  renewable  energy 
projects  in  the  provinces. 

While  our  staff  worked  day  and  night — many  averaged  20  hours  a  day — we  should 
have  found  a  way  to  do  with  less.  These  were  unique  trips  in  settings  dramatically 
different  than  anything  our  staff  knew  well.  They  were  complex  logistically  and 
complex  substantively.  I  recognize  that  we  could  have  done  with  fewer  staff  on  these 
missions,  but  we  would  have  risked  sacrificing  some  of  our  achievements. 

Trade  Mission  Follow-Up 

The  trade  missions  were  not  a  one-time  event.  Rather  as  was  our  initial  goal,  they 
initiated  ongoing  relationships  in  each  country  that  spawned  a  number  of  coopera- 
tive efforts.  They  fostered  relationships  which  began  the  process  of  removing  bar- 
riers to  U.S.  investment,  and  they  heightened  awareness  of  local  development  goals 
and  the  role  of  U.S.  technologies  in  meeting  them. 

With  South  Africa,  a  country  where  I  share  the  leadership  of  the  Sustainable  En- 
ergy Committee  of  the  Gore-Mbeki  Binational  Commission  with  Mines  and  Energy 
Minister  Penuell  Maduna,  we  have  107  cooperative  efforts  underway  .  With  China, 
we  have  54  activities  ongoing;  with  Pakistan,  47  ongoing  activities,  and  with  India, 
55  ongoing  activities. 

Through  our  ongoing  efforts  in  South  Africa,  we  helped  design  and  implement  a 
new  policy  on  renewable  energy.  We  helped  draft  their  new  electricity  policy,  as- 
sisted in  launching  a  new  program  for  energy  efficiency  and  developed  a  joint  action 
plan  to  create  a  natural  gas  market. 

In  China,  we  established  science  and  technology  agreements  that  prompted  solar 
and  biomass  projects  now  underway  and  facilitated  a  new  focus  on  coal  mining  safe- 
ty and  energy  efficiency.  In  Pakistan,  our  efforts  contributed  to  new  hydropower  leg- 
islation and  a  redraft  of  natural  gas  policy,  and  we  are  continuing  to  assist  in  the 
privatization  of  its  electricity  industry.  In  India,  we  participated  in  electric  power 
regulatory  reform  and  power  project  financing  activities,  and  we  influenced  efforts 
to  streamline  the  project  clearance  process.  We  plan  to  dedicate  300  solar  homes, 
other  facilities  and  clinic  systems  in  India  this  October. 

We  are  in  regular  contact,  furthering  relationships  most  every  week  and  every 
month.  From  South  Africa,  we  have  met  in  the  United  States  with  teams  in  effi- 
ciency, low  smoke  fuels,  energy  information  exchange,  renewable  energy  regulatory 
policy  and  policy  building  with  non-govenmiental  organizations.  In  July  we  will  host 
the  South  African  Energy  Minister  and  Deputy  Minister  as  well  as  the  Chairman 
of  the  Parliamentary  Energy  Committee  as  part  of  the  Binational  (Gore-Mbeki) 
Commission  meetings  July  22  and  23.  We  have  had  five  visits  from  Indian  ministers 
(Power,  Finance  and  Non-Conventional  energy),  four  visits  of  Indian  state  chief  min- 
isters, and  a  number  of  private  sector  organized  trade  missions  and  advocacy  ac- 
tions. We  also  played  a  key  role  in  Prime  Minister  's  Bhutto's  visit  here  in  April 
of  1995,  supporting  a  U.S.  industry  signing  ceremony  and  a  financing  roundtable. 
The  Chief  Architect  of  Pakistan's  Economic  Reform,  Shahid  Hasan  Khan,  will  meet 
with  us  for  the  third  time  here  in  Washington  next  month. 

Efforts  like  these  lay  the  groundwork  for  our  companies  to  advance  projects,  as 
well  as  for  policies  which  result  in  more  efficient  and  environmentally  sustainable 
energy  use.  We  are  sought  after  by  these  leaders  and  believe  that  with  steady  atten- 
tion, we  can  bring  about  long-term  results  that  benefit  the  U.S.  economy  as  well  as 
that  of  our  host  nations. 
The  Future  of  DOE  Trade  Missions 

We  take  serjously  the  criticisms  about  trip  planning  and  execution,  but  this 
should  not  diminish  in  any  way  the  value  of  trade  missions  as  an  important  tool 
of  government  policy. 
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Most  trip  participants  shared  a  special  sense  of  purpose  and  accomplishment — 
mission  delegates  and  the  staff  who  supported  them  were  promoting  tne  strategic 
interests  of  the  United  States  and  creating  jobs  for  our  citizens.  We  were  also  help- 
ing developing  nations  to  expand  their  energy  resources  in  environmentally  and  eco- 
nomically sound  ways. 

Mission  goals  were  accomplished.  Our  trade  missions  opened  up  at  least  two  new 
international  energy  markets.  Bilateral  discussions  were  held  on  a  broad  range  of 
issues  with  substantive  outcomes. 

Ongoing  projects  were  advanced,  new  business  ventures  were  initiated,  American 
jobs  were  created.  The  United  States  national  and  energy  security  was  strength- 
ened. Policy  objectives  were  achieved. 

Conclusion 

When  I  became  Secretary  of  Energy  in  1993,  I  inherited  a  massive  agency  with 
a  $19.3  billion  annual  budget  that  employed  21,000  full-time  federal  and  148,000 
contractor  employees.  Since  that  time,  through  a  series  of  aggressive  management 
reforms,  we've  reduced  our  budget  request  by  more  than  $3  bfllion  per  year,  reduced 
our  contractor  workforce  by  20  percent — to  around  117,000 — ana  implemented  a 
Strategic  Alignment  and  Downsizing  Initiative  that,  according  to  the  GAO,  is  on  tar- 
get to  achieve  an  additional  $1.7  billion  in  savings  by  FY  2000. 

•  We  extended  the  moratorium  on  underground  nuclear  testing,  ensuring  our  na- 

tional security  by  maintaining  nuclear  weapons  safety  and  reliability  through 
science. 

•  We  have  made  the  world  and  the  U.S.  safer  by  extending  the  Nuclear  Non-Pro- 

liferation  Treaty,  moving  towards  a  Comprehensive  Test  Ban  Treaty  and  work- 
ing closely  with  our  Russian  counterparts  to  improve  their  nuclear  safeguards 
and  accounting  programs. 

•  We  have  enabled  scientists  at  DOE  laboratories  to  reassert  America's  leadership 

in  science  and  technology  while  streamlining  operations. 

•  We  have  opened  thousands  of  Cold  War  files,  acknowledging  the  truth  about 

human  radiation  experiments  conducted  by  DOE's  predecessor  agencies,  and  en- 
sured that  commumty  outreach  programs  with  informed  participants  are  imple- 
mented at  each  of  our  environment^  cleanup  sites. 

•  We  have  launched  major  partnerships  with  U.S.  industry  to  develop  technology 

for  the  next  generation  of  automobiles,  as  well  as  launching  the  world's  largest 
effort  with  electric  utilities  to  adopt  voluntary  greenhouse  gas  mitigation  plans. 

•  We  have  implemented  the  most  comprehensive  contract  reform  initiative  in  our 

Department's  history  that  now  rewards  contractors  for  results,  saving  American 
taxpayers  $3-$5  billion  over  the  next  five  years  while  accelerating  clean-up 
some  of  the  most  dangerous  and  contaminated  waste  sites  in  America. 

These  accomplishments  show  progress  toward  meeting  the  challenges  of  the  post- 
Cold  War  world  in  as  efficient  and  cost-effective  a  manner  possible.  We  are  in  the 
process  of  transformation,  into  a  leaner  and  more  business-like  agency  that  meets 
the  national  and  economic  security  needs  of  the  United  States  as  we  approach  the 
21st  Century.  It  was  in  this  context  of  serving  new  security  challenges  and  the  com- 
petitiveness of  the  United  States  in  an  increasingly  global  economy  that  I  led  trade 
missions  to  India,  Pakistan,  China,  and  South  Afiica. 

Our  missions  were  complex  and  less  than  perfect  administratively,  but  world-class 
on  the  policy  front.  As  the  Committee  reaches  its  conclusions  on  the  administrative 
and  accounting  problems,  I  hope  you  can  now  turn  your  attention  to  our  work  to 
cure  these  problems  and  an  examination  of  the  policy  and  market  concerns  that 
compel  us  to  enter  global  markets  in  support  of  U.S.  business.  We  are  proud  of  our 
policy  accomplishments  and  remain  confident  that  this  work  will  return  dividends 
to  the  American  taxpayer  as  projects  succeed  and  new  opportunities  are  seized  in 
the  future. 

Mr.  Barton.  Thank  you,  Madam  Secretary. 

The  Chair  recognizes  that  the  distinguished  ranking  member  of 
the  full  committee,  Mr.  Dingell,  is  with  us.  If  Mr.  Dingell  would 
like  to  make  a  brief  opening  statement,  we'd  give  him  that  oppor- 
tunity. 

Mr.  Dingell.  Mr.  Chairman,  you  are  most  kind.  I  would  ask 
unanimous  consent  that  my  statement  be  inserted  in  the  record  at 
this  point  and  I  appreciate  your  courtesy  to  me.  Thank  you,  Mr. 
Chairman, 

[The  prepared  statement  of  Hon.  John  D.  Dingell  follows:] 
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Prepared  Statement  of  Hon.  John  D.  Dingell,  a  Representative  in  Congress 
FROM  THE  State  of  Michigan 

Thank  you,  Mr.  Chairman.  At  long  last,  Secretary  O'Leary  is  being  given  the  op- 
portunity she  has  sought  since  last  January  to  testify  about  what  she  has  recog- 
nized as  significant  administrative  deficiencies  in  the  handling  of  the  four  trade  mis- 
sions undertaken  during  her  tenure.  There  is  much  to  discuss,  as  the  preliminary 
results  of  the  Inspector  General  investigation  she  requested  last  year  show.  We  will 
be  asking  tough  questions  about  what  is  perhaps  best  described  as  an  "amateur 
hour"  approach  to  administrative  and  accounting  matters.  She  also  will  be  able  to 
tell  us  about  the  many  corrections  that  have  been  underway  at  the  Department  for 
months. 

Yesterday,  we  heard  from  several  businesses  about  the  clear  benefits  fi-om  these 
missions,  as  well  as  about  what  they  saw  as  Secretary  O'Learjr's  able  leadership  of 
them.  The  members  of  the  press  here  today  would  benefit  greatly  from  viewing  the 
tape  of  that  hearing  when  it  is  broadcast  on  C-SPAN.  Thev  would  learn  that,  in  the 
trade  missions,  important  new  relationships  have  been  built.  Regulatory  barriers 
have  been  dismantled.  Jobs  have  been  created.  There  is  no  question  that  the  four 
trade  missions  were  an  economic  and  international  relations  success.  The  persistent 
critics  of  the  administrative  mishaps  at  the  Department  must,  to  be  fair  and  credi- 
ble, acknowledge  the  benefits  of  her  work  on  the  trade  missions. 

But,  those  supportive  of  the  trade  missions  and  their  clear  benefits  to  American 
businesses  and  workers  have  a  similar  obligation  to  acknowledge  the  significant 
flaws  in  administration  and  accounting.  Inspector  General  Layton's  thorough  re- 
sponse to  Secretary  O'Leary's  request  for  an  investigation  leaves  no  doubt  about  the 
room  for  improvement.  This  Subcommittee,  and  Secretary  O'Leary,  should  be  most 
gratefiil  to  the  Inspector  General  and  his  office  for  its  investigative  work  on  this 
matter. 

The  problems  outlined  in  Mr.  Layton's  report  must  be  rectified.  And  if  the  Depart- 
ment is  unable  to  make  the  needed  corrections,  it  should  consider  moving  the  ad- 
ministrative functions  to  the  Department  of  Commerce,  which  has  engaged  in  these 
kinds  of  missions  for  a  long  time.  I  would  expect  that,  once  these  corrections  are 
in  place,  we  can  move  forward  on  the  DOE  trade  missions  with  renewed  bipartisan 
support. 

As  we  heard  from  businesses  yesterday,  these  trade  missions  led  by  the  Depart- 
ment of  Energy  su-e  important  to  our  economic  fiiture.  It  would  be  folly  to  jeopardize 
them  by  DOE  s  bureaucratic  bungling.  But,  as  the  business  witnesses  also  told  us 
yesterday,  it  would  be  folly  to  let  an  overreaction  to  that  bungling  jeopardize  the 
missions.  We  in  Congress,  on  both  sides  of  the  aisle,  should  work  with  Secretary 
O'Leary  to  see  that  the  needed  reforms  are  implemented  as  soon  as  possible. 

Mr.  Barton.  The  Chair  also  acknowledges  that  the  distinguished 
full  committee  chairman,  Mr.  Bliley  of  Virginia,  was  present  and 
had  to  leave  for  another  meeting  and  we  ask  unanimous  consent 
that  his  statement  also  be  placed  into  the  record. 

[The  prepared  statement  of  Hon.  Thomas  J.  Bliley,  Jr.  follows:] 

Prepared  Statement  of  Hon.  Thomas  J.  Bliley,  Jr.,  Chairman,  Committee  on 

Commerce 

I  am  pleased  to  be  here  this  morning  to  hear  the  testimony  of  Secretary  of  Energy 
Hazel  O'Leary  and  to  learn  how  the  Secretary  proposes  to  address  the  very  serious 
concerns  raised  by  investigators  within  the  Office  of  the  Inspector  General. 

I  believe  that  trade  promotion  is  an  important  job  performed  by  the  federal  gov- 
ernment, and  we  on  the  House  Commerce  Committee  are  very  interested  in  learning 
how  federal  export  promotion  programs  could  be  improved  and  streamlined  in  order 
to  strengthen  American  leadership  in  the  world  marketplace. 

But  just  because  a  department  engages  in  trade  missions  and  claims  to  bring  back 
billions  of  dollars  in  contracts  does  not  give  it  a  license  to  exempt  itself  from  Con- 
gressional oversight.  I  was  very  astonished  to  learn  how  taxpayer  dollars  have  been 
treated  with  reckless  abandon  at  DOE.  A  recent  draft  report  of  the  DOE  Inspector 
General  stated  that  the  size  of  the  advance  teams  on  the  four  trade  missions  were 
far  out  of  proportion:  25  people  in  India,  35  in  Pakistan,  56  in  China,  and  30  in 
South  Africa.  In  addition,  there  were  preadvance  teams  on  top  of  advance  teams! 

Apparently,  the  preadvance  teams  weren't  there  to  scout  out  bargains  or  clip  cou- 
pons. The  Inspector  General  estimated  that  the  cost  of  U.S.  embassy  support  for  11 
of  the  Secretary's  trips  was  $803,000,  which  includes  $159,000  for  ground  transpor- 
tation (including  2  Mercedes,  an  Audi,  21  microbuses,  two  44  passenger  buses,  and 
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3  Camrys),  $91,000  for  phone  and  facsimile  charges,  $36,000  for  catering  and  ban- 
quets, and  $17,000  for  photographs  and  videotaping. 

Even  doing  nothing  is  expensive  for  DOE.  I  learned  that  on  the  South  Africa  trip, 
DOE  paid  for  duplicate  aircraft  charter  flights  to  Sun  City — at  an  additional  cost 
of  $1,347.  DOE  also  paid  $4,800  for  a  flight  it  never  took  to  Mozambique,  and  paid 
$8,297  for  charter  services  not  used  by  two  passengers. 

What  disturbs  me  the  most  about  this  abuse  within  the  trade  promotion  function 
of  the  Department  of  Energy  is  that  this  area  has  been  a  great  and  abiding  interest 
of  the  Secretary.  What  are  taxpayers  to  think  of  the  more  mundane  areas  of  DOE 
that  have  not  reached  the  headlines  yet  but  are  the  bread  and  butter  of  the  job  of 
Energy  Secretary:  national  security,  safety  of  DOE  nuclear  facilities,  financial  man- 
agement, and  energy  security?  Coiild  areas  with  less  Secretarial  interest  possibly  be 
better  managed?  We  certainly  hope  so. 

I  look  forward  to  teaming  how  the  Secretary  will  fix  the  severe  problems  that 
have  been  identified  by  the  Inspector  General. 

Mr.  Barton.  We're  going  to  now  begin  the  question  period  and, 
as  I  said  earlier,  we'll  recognize  each  member  of  the  committee  for 
10  minutes  for  each  round  of  questions. 

Let  me  say.  Madam  Secretary,  at  the  beginning,  before  I  go  into 
my  questions,  that  we  have  serious  policy  differences,  apparently — 
I  should  say  apparently.  We  have  no  personal  animosity. 

Mrs.  O'Leary.  Absolutely. 

Mr.  Barton.  If  this  were  not  such  a  serious  hearing,  I  am  tempt- 
ed, although  it's  politically  incorrect  to  comment  on  your  phraseol- 
ogy that  there  were  Members  of  Congress  that  wanted  to  take  you 
out  before  Christmas,  I  think  there  are  numerous  male  members 
that  are  unmarried  that  would  be  delighted  to  take  you  out. 

But  because  of  the  seriousness  of  the  issue,  I  don't  want  to  start 
down  that  trail. 

But  suffice  it  to  say  that  as  chairman  of  this  subcommittee  I  take 
the  responsibility  for  the  people  very  seriously  but  there's  abso- 
lutely no  personal  animosity  in  my  heart  for  you.  At  several  of  the 
briefing  sessions  that  we've  held  on  these  meetings  I  have  gone  to 
some  lengths  to  encourage  other  members  of  the  committee  that 
this  is  not  a  personal  witch  hunt.  So  you  can  put  your  heart  at  rest 
on  that. 

Now,  let  me  begin  the  questions.  I  also  want  to  say  that  I  have 
my  copy  of  the  draft  Inspector  General's  report  and,  as  it  can  be 
shown,  I  have  actually  taken  the  time  not  only  to  have  it  but  to 
go  through  and  read  it  and  highlight  it.  So  many  of  my  questions 
are  going  to  be  directly  by  me,  not  by  staff  preparation. 

The  most  serious  charge,  I  think,  pending,  in  terms  of  possible 
criminal  charges,  is  violations  of  the  Anti-Deficiency  Act.  The  Anti- 
Deficiency  Act,  31  U.S.C.  1341  provides  that  an  officer  or  employee 
of  the  U.S.  Government  may  not  make  or  authorize  an  expenditure 
exceeding  an  amount  available  in  an  appropriation  for  the  expendi- 
ture. 

In  the  case  of  the  Department  of  Energy,  the  Appropriation  Com- 
mittee authorized  $35,000  for  reception  and  entertainment  ex- 
penses. An  officer  who  violates  this  act  shall  be  subject  to  appro- 
priate administrative  discipline,  including,  when  circumstances 
warrant,  suspension  from  duty  without  pay  or  removal  from  office. 

There  are  criminal  penalties  for  violation  of  the  Anti-Deficiency 
Act.  An  officer  or  employee  of  the  U.S.  Government  who  knowingly 
and  willfully  violates  the  act  shall  be  fined  not  more  than  $5,000 
or  imprisoned  for  not  more  than  2  years,  or  both. 
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The  Inspector  Greneral's  draft  report  indicates  that  the  Depart- 
ment of  Energy  violated  this  Federal  law  with  respect  to  the  cost 
of  the  receptions  in  China  and  in  South  Africa. 

In  the  case  of  South  Africa,  before  the  trip,  the  trip  organizers 
were  informed  that  no  funds  were  available  for  receptions  but  the 
Department  spent  $17,000  on  receptions  in  South  Africa.  In  one  of 
those  receptions,  the  cost  was  $7,104  and  there  was  an  open  bar. 

On  the  China  trade  mission,  the  Department  spent  $7,400  on  re- 
ceptions, again  apparently  knowing  that  there  was  not  sufficient 
money  in  the  receptions  and  entertainment  account  to  pay  for  these 
receptions.  Because  of  that,  $3,174  was  placed  in  an  excess  cost  ac- 
count or  suspension  account  where,  I  am  informed,  it  remains  to 
this  day. 

In  China  there  was  a  2-hour  reception  at  the  Shangra-La  Hotel 
that  resulted  in  an  open  bar  for  which  the  beverage  charges,  the 
alcohol  charges  alone  were  $2,308.  It  seems  clear  that  if  there  were 
no  criminal  violations  knowingly  and  willfully,  there  were  certainly 
civil  violations  that  invite  administrative  discipline. 

In  addition,  the  Anti-Deficiency  Act  also  requires  that  the  head 
of  an  executive  agency  immediately  report  to  the  President  and  to 
the  Congress  all  relevant  facts  in  a  statement  of  the  action  in  the 
event  an  officer  or  employee  of  the  Department  violates  Section 
1341. 

With  the  exception  of  the  acknowledgement  today  in  your  state- 
ment, the  Department  has  not  made  such  a  report  to  the  Congress 
or,  to  my  knowledge,  to  the  President  of  the  United  States. 

So  my  first  question,  Madam  Secretary,  were  you  aware,  on 
these  two  trade  missions,  that  there  were  insufficient  funds  in  the 
entertainment  and  expense  account,  the  reception  account,  at  the 
Department  of  Energy  to  pay  for  those  receptions? 

Mrs.  O'Leary.  No,  I  was  not,  Mr.  Chairman. 

Mr.  Barton.  To  your  knowledge,  which  officer  in  the  Department 
was  aware?  Because  the  Inspector  General  draft  report  says,  in  the 
case  of  the  South  Africa  trip,  that  Department  officials  were  in- 
formed. In  the  case  of  the  China  trip,  it  doesn't  say  that  they  were 
informed  but  the  evidence  indicates  somebody  was  aware  of  this 
because  certain  of  the  expenses  were  put  into  a  suspense  account. 

So  who  was  aware  of  this  in  the  Department? 

Mrs.  O'Leary.  Mr.  Chairman,  I  cannot  detail  specifically  who 
was  aware  but  I  can  say  this.  Those  charges,  especially  with  re- 
spect to  South  Africa,  where  I  do  have  some  knowledge  after  the 
fact  because  I  have  sought  to  understand  in  detail  some  of  the 
writings  of  the  Inspector  General's  drafters,  there  was  an  attempt 
to  collect  and  set  that  money  aside  and  for  that  very  reason,  those 
charges  continue  to  be  in  suspense. 

It's  very  difficult  for  me  to,  at  this  moment,  tell  you  how  many 
people  knew  and  worked  on  this  issue  but  I  will  undertake  to  an- 
swer that  question  for  you  and  I  will  be  pleased  to  provide  it  for 
the  record. 

[The  following  was  received  for  the  record.] 

The  Department's  Official  Reception  and  Representation  account  is  administered 
by  the  Office  of  Human  Resources  and  Administration.  As  individuals  within  this 
office  are  responsible  for  managing  account  balances  and  records  of  expenditures  of 
funds  within  the  account,  they  would  be  expected  to  be  aware  of  account  balances 
so  as  to  prevent  the  obligation  of  funds  beyond  those  available.  Also,  Department 
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records  indicate  that  at  the  time  of  the  Presidential  Mission  on  Sustainable  Develop- 
ment to  South  Africa,  the  Director  of  the  Office  of  Scheduling  and  Logistics  and  the 
Chief  of  Staff"  were  authorized  to  approve  requests  for  expenditure  of  official  recep- 
tion and  representation  funds.  In  order  to  prevent  the  Department  from  planning 
more  official  events  than  funds  were  available  to  support,  these  individuals  would 
work  closely  with  the  Office  of  Human  Resources  and  Administration  and  maintain 
a  general  familiarity  with  account  balances  in  the  course  of  scheduling  any  events 
to  be  sponsored  by  the  Department. 

Mr.  Barton.  Well,  who  was  in  the  position  to  authorize  the  ex- 
penditure of  such  funds? 

Mr.  Fygi.  Mr,  Chairman,  inasmuch  as  the  Inspector  General's  re- 
port has  asked  the  General  Counsel's  Office  to  conduct  a  systematic 
examination  that  involves  necessarily  these  very  questions,  per- 
haps I  can  indicate  to  you  that  that's  precisely  the  sort  of  informa- 
tion th.at  we're  seeking  to  acquire.  There  is  nothing  in  the  Inspector 
General's  report,  nor  in  the  workpapers  that  he  has  given  our  of- 
fice, that  answers  those  particular  questions  with  the  amount  of 
precision  necessary  to  understand  whether  there  was  an  Anti-Defi- 
ciency Act  violation  and  to  enable  us  to  identify  the  actors  in  the 
transactions,  as  is  required  by  the  customary  reports  that  you  al- 
luded to. 

Mr.  Barton.  Well,  I've  got  several  other  questions  in  my  time 
and  I'm  going  to  hold  to  strict  time.  I  understand  that  there  may 
be  some  confusion  about  who  was  in  charge  because  you've  got  a 
formal  reporting  procedure  within  the  Department  and  then  you 
had  an  informsd  arrangement  of  how  these  trips  were  organized. 
You  had  a  young  woman  who  was  given  the  title  of  trip  coordina- 
tor. Four  people  at  the  Department  were  largely  responsible  for  or- 
ganizing the  trips.  None  of  those  four  had  direct  responsibility  in 
the  organizational  charts. 

According  to  the  formal  structure  of  the  Department,  who  should 
have  been  responsible  for  authorizing  or  preventing  the  expendi- 
ture of  these  funds? 

Mr.  Fygi.  I'm  not  sure  from  an  Anti-Deficiency  Act  analysis  the 
question  of  organization  charts  is  dispositive  because  the  Comptrol- 
ler Greneral  decisions  that  have  considered  prior  similar  issues, 
such  as  involving  the  Arms  Control  and  Disarmament  Agency  and 
the  Department  of  State  and  even  the  Panama  Canal  Commission, 
have  emphasized  that  it's  the  person  with  real  authority  to  address 
and  certify  the  correctness  of  a  certain  expenditure,  as  well  as  the 
person  who,  as  a  practical  matter,  has  the  authority  to  obligate  the 
government  in  a  commercial  transaction.  Both  of  those  sorts  of  ac- 
tors' conduct  has  to  be  examined. 

Mr.  Barton.  Well,  let  me  ask  the  Secretary.  Madam  Secretary, 
you're  quoted  numerous  times  as  being  a  hands-on  manager.  To 
your  knowledge  today,  within  your  Department,  what  is  your  un- 
derstanding today  of  who  should  have  been  in  charge  and  respon- 
sible for  this? 

Mrs.  O'Leary.  Mr.  Chairman,  I  am  a  hands-on  manager  with  re- 
spect to  policy.  I  am  not  a  hands-on  manager  with  respect  to  the 
day-to-day  activities  of  the  individuals  who  work  with  me  in  the 
Department. 

I  think  Mr.  Fygi  has  clearly  outlined  his  preference  and  now  my 
preference  that  he  undertake  this  examination  and  we  answer  you 
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after  we  understand  clearly  the  facts.  These  are  serious  issues  that 
you  are  raising. 

Mr.  Barton.  I  understand  that,  Madam  Secretary. 

Mrs.  O'Leary.  And  I  would  like  very  much  to  be  responsive  to 
you.  But  I'm  not  foolish  enough  to  let  this  desire  to  please  you  over- 
come my  good  common  sense. 

Mr.  Barton.  Well,  this  is  not  a  laughing  matter.  People  can  go 
to  jail  for  this.  I  mean,  this  is  a  serious — in  my  opinion,  one  of  the 
most,  if  not  the  most  serious  possible,  and  I  want  to  emphasize  pos- 
sible, criminal  violations. 

Let  me  go  to  something  else. 

Mrs.  O'Leary.  Mr.  Chairman,  I  want  to  be  clear  to  express  to 
you  that  I  do  not  agree  with  your  point  of  view  but  somehow  I  also 
understand  that  the  Grenersd  Counsel  will  make  his  ruling  and 
then  there  will  be  an  opportunity  for  others,  who  practice  the  law 
in  this  area,  to  speak  on  this  issue. 

Mr.  Barton.  Madam  Secretary,  you  do  agree  that  the  facts  indi- 
cate that  moneys  were  spent  in  violation  of  the  Anti-Deficiency  Act. 

Mrs.  O'Leary.  Mr.  Chairman,  I  do  not  agree  with  that  and  that 
is  why  the  funds  earmarked  for  these  various  functions,  for  which 
there  was  a  clear  understanding  about  who  would  pay,  are  still  in 
dispute  with  the  State  Department. 

Mr.  Barton.  Well,  let  me  just  read  from  page  103  of  the  draft 
Inspector  General  report.  This  is  the  last  paragraph  at  the  bottom 
of  the  page. 

"Regardless  of  the  Department's  plans  and  intentions,  the  De- 
partment incurred  $17,910  of  reception  and  representation  types  of 
costs  on  its  South  Africa  trip  when  no  reception  and  representation 
funds  were  available." 

Secretary  O'Leary.  Mr.  Chairman,  I  would  point  out  to  you  that 
this  is  an  initial  draft  report.  And  while  I  embrace  every  rec- 
ommendation made,  I  have  clearly  not  embraced  all  of  the  facts,  all 
of  what  purports  to  be  the  facts. 

Mr.  Barton.  But  this  doesn't  say,  Madam  Secretary,  this  doesn't 
say  apparently  were  incurred,  possibly  were  occurred,  appeared  to 
have  been  incurred.  It  says  incurred. 

Mrs.  O'Leary.  And  my  position  is  that  these  facts  as  laid  out  by 
the  Inspector  General  do  not  reflect  what  is  now  known  to  his  peo- 
ple and  we'll  come  to  closure  on  that  when  there's  a  final  docu- 
ment. We're  in  draft  for  the  very  purpose  of  permitting  us  to  rebut 
the  assertions  of  the  Inspector  General. 

And  again,  I  want  to  make  clear  I  embrace  the  recommendations, 
certainly  not  all  that  purports  to  be  a  fact  here. 

Mr.  Barton.  Thank  you.  The  Chair  recognizes  Mr.  Klink  for  10 
minutes. 

Mr.  Klink.  Thank  you  very  much.  I  want  to  start  off,  because  I 
think  that  Mr.  Barton  has  led  us  down  the  road  to  some  rather  se- 
rious matters. 

One  of  the  other  issues  in  this  report  of  the  IG  deals  with,  and 
there  have  been  some  other  reports  on  it,  is  this  question  about  per 
diem  rates.  Let  me  start  off  with  Mr.  Fygi  and  ask  you,  can  you 
explain  what  this  is  all  about?  Explain  to  us  what  is  behind  this 
issue  and  describe  it  for  us. 
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Mr.  Fygi.  I  will  do  so.  I  must  confess  that  until  earlier  this  year, 
I  was  one  among  the  many  who  had  never  heard  of  this  rule. 

There  actually  are  two  rules  and  they  affect  a  situation  when  a 
government  traveler  goes  on  official  travel,  the  individual  usually 
is  entitled  to  a  per  diem  to  compensate,  at  least  in  part,  daily  living 
expenses. 

There  is  a  govemmentwide  regulation,  however,  that  requires 
travelers  receiving  per  diem  to  deduct  a  specified  sum  in  every  in- 
stance when  they  receive  a  meal  financed  by  the  government  dur- 
ing official  travel.  An  example  here  would  be  an  official  traveler  at- 
tending a  training  session  at  another  location,  say  Houston  or 
something,  and  where  a  lunch  is  part  of  the  tuition  for  the  train- 
ing. The  concept  there  is  easy.  The  government  shouldn't  pay  twice 
for  the  meal.  Since  the  government's  paying  for  the  tuition,  the 
traveler  should  deduct  an  amount  commensurate  with  the  lunch 
from  his  per  diem. 

DOE,  in  addition,  has  promulgated  its  own  order  that  was  more 
ambitious  than  the  govemmentwide  rule  that  requires  any  official 
traveler  to  make  a  similar  deduction  whenever  the  DOE  traveler 
is  receiving  a  meal  from  any  source  that  the  DOE  person  did  not 
pay  for  him  or  herself. 

So  it  doesn't  matter  whether  the  U.S.  Government  has  footed  the 
cost  of  the  free  meal.  The  DOE  traveler  is  supposed  to  make  the 
deduction  even  when  he  or  she  receives  a  meal  from  any  source, 
whether  or  not  the  government  paid  for  it. 

Mr.  Klink.  If  I  can  interrupt,  you're  sa5ning  that  your  rules  at 
DOE  Eire  stricter  in  regards  to  the  per  diem  than  are  the  rules  gov- 
emmentwide? 

Mr5  Fygi.  That's  correct. 

Mr.  Klink.  Please  continue. 

Mr.  Fygi.  I  think  I've  said  about  all  there  is  to  say  on  that. 

Mr.  Klink.  Thank  you.  I  just  wanted  to  try  to  get  your  answer 
to  that. 

For  many  months  we've  been  conducting  these  hearings.  The  ma- 
jority has  indeed  questioned  the  benefits  of  these  trips.  I  was  glad 
to  hear,  at  the  beginning  of  today's  hearings,  the  comments  by  sev- 
eral of  my  friends  and  colleagues  on  the  majority  side  that,  in  fact, 
there  are  benefits  to  such  trips  but  the  fact  of  the  matter  is  that 
we  have  seen  these  trips  questioned  time  after  time. 

There  was  an  attempt  at  the  April  24  hearing  to  bring  in  a  docu- 
ment and  read  from  a  document  which  we  questioned  at  yester- 
day's hearing  where  those  industry  witnesses  who  were  present 
yesterday  said  that  their  comments  were  taken  out  of  context  in 
that  it  was  designed  to  show  that  these  companies  did  not  see  a 
benefit. 

And  I  think  that  we  saw  that  while  it  is  very  difficult  to  put  hard 
dollars  and  cents  figures  on  1  trip  or  2  trips  or  3  trips  or  4  trips, 
through  this  series  of  hearings  we  have  seen  that  you  were  invent- 
ing the  wheel,  that  previous  secretaries  of  energy  did  not  conduct 
this  kind  of  trade  mission,  and  we  heard  from  the  witnesses  from 
those  companies  yesterday  that  there  have  been  benefits  to  this. 

Still  I  believe  that  you  have  had  tremendous  administrative 
problems  at  the  Department  of  Energy.  You've  owned  up  to  those 
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difficulties  today  and  I'm  interested  in  finding  out  how  it  is  that 
you  got  into  these  difficulties. 

Can  you,  Secretary  O'Leary,  tell  me,  first  of  all,  what  was  the 
genesis  for  these  trips?  How  did  you  first  arrive  at  the  idea  of  con- 
ducting these  trade  missions  and  what  benefits  were  you  trying  to 
see  as  the  result  of  these  trips? 

Mrs.  O'Leary.  Mr.  Klink,  early  on  in  the  first  spring  of  my  ten- 
ure at  the  Department  of  Energy  one  of  my  colleagues,  then-Assist- 
ant Secretary  of  Energy  Jack  Siegel  and  his  counterpart  at  the  De- 
partment of  Commerce  conducted  a  trade  mission  to  China  and,  I 
believe,  other  countries  in  Asia  in  search  of  U.S.  businesses  and 
services  to  be  sold  for  what  we  now  call  large  infrastructure,  of 
which  energy  represents  about  a  third. 

On  that  trade  mission  I  think  were  approximately  25,  30  CEO's 
of  energy  companies  and  some  of  their  support  services — ^lawyers, 
financiers  and  the  like. 

At  the  return  of  that  trip  they  filed  with  me  a  report  specifically 
on  China  and  asked  for  the  engagement  in  the  United  States  to 
help  go  after  this  $1  trillion  market.  And  they  asked  for  a  meeting, 
a  follow-up  meeting  with  the  business  community. 

Mr.  Klink.  If  I  can  interrupt,  at  that  point  you  realized  that 
there  was,  indeed,  a  $1  trillion  energy  development  market  in 
China. 

Mrs.  O'Leary.  Well,  suffice  it  to  say  that  I  understood  where 
markets  were  developing  because  I  had,  you  know,  worked  in  a  rel- 
atively large  utility  holding  company  that  had  its  own  international 
interests. 

At  the  end  of  reviewing  this  information,  several  things  became 
clear  to  me.  The  issues  that  the  businesses  had  really  related  to 
the  ease  of  doing  business  within  foreign  countries  and  they  were 
focussing  on  China.  And  they  asked  for  specific  help  with  respect 
to  opening  up  markets  that  required  not  just  my  action  but  the  ac- 
tion of  the  State  Department,  even  the  action  of  members  of  the 
sta^  of  the  National  Security  Council,  the  Eximbank,  OPIC,  and 
I've  now  forgotten  who  else  I've  left  out. 

But  at  any  rate,  I  convened  a  meeting  of  senior  people  of  all  of 
those  agencies  and  my  colleague  and  dear  friend,  the  late  Ron 
Brown,  and  I  chaired  a  meeting  with  the  business  community. 
They  presented  a  report.  They  asked  for  7  or  8  actions  to  take 
place.  We  agreed  that  we  would  work  on  them. 

At  that  point  a  subgroup  of  people  got  to  work,  and  I  was  then 
committed  to  go  to  China.  It  was  in  the  summer  of— I  want  to  say 
1993— yes,  the  summer  of  1993.  I'm  sorry;  my  colleagues  tell  me 
it  was  1994.  It  was  early  on  in  my  tenure  that  we  had  already  com- 
mitted to  go  to  China. 

At  that  point  in  time  our  entire  administration  began  to  focus  on 
these  big  emerging  markets  and  we  all  recall  that  Ron  Brown  took 
the  general  leadership  for  most  of  the  business  advocacy  work.  In 
our  minds,  we  were  to  take  the  leadership  for  the  substantive  pol- 
icy reform  necessary  to  move  from  government  control  to  privatiza- 
tion work  in  these  emerging  markets. 

And  we  started  that  work  not  just  through  me,  through  our  as- 
sistant secretary  for  policy,  through  the  deputy  secretary,  and  this 
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work  took  the  engagement  of  our  administration  at  the  highest  lev- 
els. 

It  was,  as  you  may  recall,  one  of  the  real  stars  in  the  President 
and  Vice  President's  plan  for  developing  economic  expansion  within 
the  United  States.  And  we  now  know  a  third  of  the  new  jobs  cre- 
ated during  the  Clinton  tenure  have  come  from  our  work  in  export 
markets. 

So  now  not  only  did  I  understand  and  I  committed  to  make  these 
trips,  but  things  always  intervened. 

The  China  trip  was  on  and  off  for  approximately  9  months.  In 
the  interim  period  Prime  Minister  Rao  from  India  paid  a  state  visit 
to  the  United  States  of  America  and  out  of  the  communique  for 
that  state  visit  came  the  commitment  that  the  Secretary  of  Energy 
would  travel  to  India  in  support  of  helping  India  develop  its  mar- 
kets. 

It  was  at  that  point  that  we  examined  all  of  our  plans  for  emerg- 
ing markets,  of  which  India  was  a  part.  I  want  to  make  clear  to 
you  that  well  before  I  came  to  the  Department  of  Energy,  many 
people  in  the  Department  of  Energy  were  traveling  to  India  and  to 
China  and  they  were  holding  bilateral  meetings  and  they  were 
signing  agreements  and  they  were  shaking  hands.  And  yes,  they 
were  even  going  to  the  Great  Wall,  because  that's  part  of  the  cul- 
ture, but  nobody  was  focussed  on  bringing  business  deals  back  to 
the  United  States. 

So  what  we  did  was  we  gathered  up  this  unique  effort,  continued 
to  work  with  our  colleagues  in  these  many  departments,  and  we 
began  to  focus  our  energies  not  on  bilateral  meetings,  but  bilateral 
meetings  with  the  purpose  to  change  and  reform  policy  so  as  to  at- 
tract and  hold  investment,  so  that  U.S.  firms  could  invest  not  just 
once  or  twice  or  16  times,  but  they  could  invest  and  realize  profits 
to  their  stockholders  over  time. 

Mr.  Klink.  With  hindsight  then  being  20/20,  we  understand  now 
the  genesis  of  what  you  were  trying  to  accomplish,  but  what  went 
wrong?  What  aspect  of  administration  at  the  Department  of  Energy 
began  to  not  keep  up  with  the  good  intentions  of  getting  business 
together  with  the  people  that  they  needed  to  meet  in  these  foreign 
countries  to  cause  commerce  to  occur  between  them? 

Mr.  Barton.  The  gentleman's  time  has  expired.  We'll  let  the  Sec- 
retary obviously  answer  this  question. 

Mrs.  O'Leary.  Thank  you,  Mr.  Chairman. 

I  would  say  quite  succinctly,  and  I  hope  that  this  will  be  a  sound 
bite,  the  administrative  structure,  far  too  ad  hoc,  existing  between 
us,  ourselves  in  the  Department  and  the  Department  of  State,  was 
simply  not  sophisticated  enough  to  support  this  extremely  complex 
undertaking.  There  was  too  much  weight  on  the  system. 

In  the  past,  some  of  the  senior  people  who  supported  us  on  the 
administrative  end — that  is,  signed  the  chits  and  worked  with  the 
State  Department  to  order  the  buses — not  21  but  11,  it  turns  out 
to  be,  minibuses — have  been  doing  that  work,  some  of  them,  for  25 
years.  One  of  our  senior  colleagues  used  to  do  it  for  the  White 
House. 

What  I  now  know,  he  could  do  it  for  15  people  but  he,  quite 
frankly,  couldn't  do  it  for  60  or  63  and  I  believe  neither  could  the 
State  Department.  And  the  State  Department  itself  has  issued  its 
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own  set  of  guidance  with  respect  to  how  people  in  the  embassies 
will  work  with  us. 

So  we  had  a  lot  to  learn  by  simply  boldly  stepping  into  a  new 
area  where  we  needed  to  be  stepping,  and  the  systems  could  not 
support  it. 

Mr.  Klink.  Thank  you.  Secretary. 

Mr.  Barton.  The  Chair  would  now  recognize  the  vice  chairman, 
Congressman  Cox  of  California,  for  10  minutes. 

Mr.  Cox.  Thank  you  very  much,  Mr.  Chairman. 

Madam  Secretary,  I  was  taken  by  your  comments  that  many 
hardworking  ofiiciEds  and  employees  of  the  Department  of  Energy 
have  had  their  image  and  reputation  sullied  by  the  defalcations 
identified  in  the  DOE  Inspector  General's  report  and  you  men- 
tioned that  several  of  them  are  here  today.  I  wonder  if  we  could 
recognize  them. 

Could  I  ask  all  of  the  people  from  the  Department  of  Energy  who 
are  here  today  to  stand,  please? 

It  appears  to  be  about  a  dozen  people.  I  just  worry  that  when  we 
come  to  Capitol  Hill  to  testify  that  there  not  be  the  same  kind  of 
overdoing  it  that  led  to  the  problems  in  this  hearing.  Whether  it 
takes  12  people  or  not  to  testify,  I'm  not  sure. 

Let  me  ask  a  question,  following  up  on  the  Inspector  Greneral's 
report.  I  heard  you  say  that  you  disagree  with  the  IG's  report;  is 
that  right? 

Mrs.  O'Leary.  No.  You  heard  me  say  that  I  agree  with  each  and 
every  recommendation,  Mr.  Cox.  With  respect  to  what  purports  to 
be  the  facts  in  this  initial  draft  report,  I'm  not  in  agreement  with 
everything  they've  written.  Every  recommendation  I  embrace. 

Mr.  Cox.  The  chairman  was  asking  you  about  the  Anti-Deficiency 
Act.  I'll  quote  from  the  IG  report.  "Our  review  disclosed  that  De- 
partment funds  were  used  for  reception  and  representation-type  ex- 
penditures from  the  departmental  administration  appropriation 
when  specific  funding  for  such  activities  was  not  available."  That, 
of  course,  is  a  violation  of  the  Anti-Deficiency  Act. 

Mrs.  O'Leary.  Excuse  me.  Could  you  refer  me  to  the  page?  I 
think  it  was  the  page  that  the  chairman  just  read  from  but  I've 
quite  forgotten  that. 

Mr.  Cox.  I  don't  believe  he  did.  It's  page  101. 

Mrs.  O'Leary.  Thank  you,  sir. 

I'm  on  the  page  with  you,  sir,  but  I  don't  know  where  you  are 
on  the  page. 

Mr.  Cox.  Under  the  heading  "Reception  and  Representation  Ex- 
penditures," the  first  paragraph.  I'd  just  ask  whether  you  agree  or 
disagree  with  that  paragraph. 

Mrs.  O'Leary.  Well,  as  I  earlier  testified,  Mr.  Cox,  some  or  most 
of  those  charges  coming  from  the  embassy  are  in  what  we  call  a 
suspense  account. 

Mr.  Fygi  has  these  facts.  He  does  not  want  me  to  testify.  He 
knows  all  of  these  facts. 

Mr.  Cox.  And  actually,  I  don't  want  Mr.  Fygi  to  testify,  either. 

Mr.  Fygi.  I  understand.  That  may  well  be  because  I  would  like 
to  correct  another  point  you  made. 

Mr.  Cox.  Sir,  if  I  might,  I  want  to  address  a  very  clear  question, 
which  you  are  free  to  consult  with  the  Secretary  on.  She  is  entitled 
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to  your  counsel  in  answering  the  question,  but  I  have  a  very  lim- 
ited period  of  time  and  I'd  like  to  address  the  Secretary. 

Mr.  Fygi.  And  as  the  Department's  designated  witness  on  this 
subject,  who  has  been  sworn,  it  is  also,  I  believe 

Mr.  Cox.  May  I  at  least  state  the  question,  sir? 

Mr.  Fygi.  Yes,  sir. 

Mr.  Barton.  The  member  has  the  right  to  direct  the  question. 

Mr.  Cox.  My  question  is  a  very  simple  one.  I  want  to  ask  the 
Secretary  whether  the  statement  in  the  IG's  report,  in  the  para- 
graph that  we've  just  read  for  the  record,  is  one  with  which  she 
agrees  or  disagrees. 

Mr.  Barton.  The  Secretary  does  not  have  to  answer  the  ques- 
tion. You've  got  the  right  to  refuse  to  answer. 

Mr.  Cox.  That's  right.  That's  the  question,  however,  I  wish  to 
put. 

Mrs.  O'Leary.  I  don't  agree  with  it,  sir. 

Mr.  Cox.  All,  right.  And  do  you  disagree  with  it  because  it's  not 
true  or  because  you  don't  know? 

Mrs.  O'Leary.  I  disagree  with  it  because  I  do  not  believe  that  it 
is  true  and  these  issues  are  still  in  negotiation  and  when  we  know 
the  facts  clearly  I  will  be  in  a  position  to  indicate  to  you  whether 
they  are  correct  or  not.  Today  I  do  not  believe  they  are. 

Mr.  Cox.  So  if  I  understand  your  answer,  it  is  not  that  you  know 
them  not  to  be  true;  it  is  that  you  don't  know  whether  they  are 
true  or  not. 

Mrs.  O'Leary.  I  believe  that  they  are  untrue  on  the  facts  that 
have  been  told  to  me,  on  the  examination  of  the  records  that  I'm 
able  to  review  in  this  time  period.  The  review  is  not  over.  It's  some- 
thing that  we've  asked  our  general  counsel  to  do,  which  is  what  the 
IG  also  suggested  we  do.  And  when  we  have  those  answers  I  will 
be  more  in  a  position  to  tell  you  where  we  are  finally. 

And  before  you  arrived,  Mr.  Cox,  with  the  greatest  of  respect,  I 
indicated,  and  I  will  do  it  once  again,  that  this  is  an  initial  draft 
report  and  the  very  purpose  for  this  report  is  to  permit  this  ex- 
change between  the  Department  and  its  Inspector  General. 

I  want  to  take  now  a  very  deep  breath  and  point  out  to  Mr.  Cox 
that  he  and  I  do  not  count  the  same  number  of  people  in  the  room 
representing  the  Department  of  Energy,  but  I  don't  think  that 
that's  what  the  detail  is  about. 

Mr.  Cox.  Well,  there  are  television  cameras  and  people  saw  how 
many — we  can  have  them  stand  again. 

Mrs.  O'Leary.  But  the  point  here,  sir,  that  I'm  trying  to  make 
is  that  we  have  spent  enumerable  hours  reviewing  the  data  re- 
quests, supplying  almost  20,000  pages  of  documents.  Many  of  the 
people  in  this  room  have  been  responsible  for  that,  as  well  as  their 
everyday  work,  as  well  as  these  trade  missions,  and  they  need  to 
be  here  for  several  reasons:  one,  because  they  are  deeply  invested 
and  involved  and  because  they  have  supported  our  effort  in  provid- 
ing every  piece  of  documentation  that  we  could  lay  our  hands  on 
that  this  committee  has  requested. 

Mr.  Klink.  Would  the  gentleman  yield  for  just  1  second? 

Mr.  Cox.  I  really  do  intend  to  get  a  few  questions  in. 

Madam  Secretary,  we're  asking  about  a  pretty  straightforward 
matter.  These  events  took  place  about  a  year  ago.  I  agree  that  you 
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have  a  lot  of  help  here  and  there  have  been  a  lot  of  people  involved 
and  a  lot  of  expense.  But  we  can't  get,  today,  an  answer  to  a  simple 
question,  which  is  whether  or  not  you  spent  more  money  than  the 
law  allowed  on  these  receptions.  The  IG  says  that  you  did.  You  do 
not  say  that  you  did  not  but  rather,  that  you  yet  do  not  know. 

Mrs.  O'Leary.  Mr.  Cox,  I  have  said  now  repeatedly  that  I  be- 
lieve, on  the  information  that  I  have  had  an  opportunity  to  re- 
view— and  I  have  had  to  take  that  opportunity — that  we  had  set 
aside  funds  for  the  payment  of  those  receptions. 

And  I  also  have  told  you  that  the  Inspector  General  himself  said 
that  our  General  Counsel  should  review  these  facts  and  ask  the 
discrete  questions  which  it  is  not  my  place  to  ask.  I  don't  go  around 
interviewing  our  employees.  And  when  he  has  finished  that  work 
I  will  be  in  a  position  to  tell  you,  on  the  basis  of  his  review,  what 
are  his  final  conclusions. 

And  I  don't  believe  it's  appropriate  for  me  to  have  to  continue  to 
respond  to  this  question.  I'm  happy  to  do  it  but  I'm  going  to  wait 
for  my  General  Counsel,  as  my  Inspector  General  has  said  I 
should. 

Mr.  Cox.  Again,  returning  to  matters  that  we've  been  after  the 
Department  of  Energy  on  for  some  time  now,  obviously  you  know 
that  we  are  concerned  and  that  is  why  we  have  an  IG  investigation 
and  now  their  draft  report,  about  these  expenditures. 

I  have  a  copy  of  your  schedule  for  August  23,  1995.  It's  dated 
about  9  days  before  that.  It  indicates  that  you  were  hosting  a  re- 
ception on  August  23.  I  take  it  you  get  a  copy  of  your  own  sched- 
ule? 

Mrs.  O'Leary.  I  don't  have  a  copy  with  me  right  now 

Mr.  Cox.  But  do  you  generally,  as  a  general  matter,  get  a  copy 
of  your  schedule? 

Mrs.  O'Leary.  If  Mr.  Cox  will  provide  me  with  a  copy  of  what 
he's  reading,  I'll  be  happy  to  respond. 

Mr.  Cox.  I  only  ask  the  general  question  whether  normally  you 
receive  a  copy  of  your  schedule. 

Mrs.  O'Leary.  Sir,  normally  I  receive  4  or  5  copies  of  a  schedule 
in  a  day,  simply  because  the  schedule  changes  so  frequently. 

But  I  believe  it's  also  important  for  me  to  respond  to  a  comment 
you  made.  This  is  not  the  committee's  investigation  by  my  Inspec- 
tor General;  it  is  the  Secretary  of  Energy's  investigation  or  review, 
which  she,  which  I  specifically  asked  for  in  order  to  have  assistance 
to  correct  all  of  the  issues  involving  mismanagement  in  administra- 
tive matters  on  these  trade  missions. 

Mr.  Cox.  Now,  because  you  get  a  copy  of  your  schedule  and  be- 
cause you  actually,  I  take  it,  attended  this  reception  at  the  Carlton 
Hotel,  you  knew  that  there  was  a  Secretary  of  Energy-hosted  recep- 
tion, at  which  you  were  the  host  at  the  Carlton  Hotel  on  August 
23? 

Mrs.  O'Leary.  No,  sir.  No,  sir,  I  did  not  know  that.  What  I 
knew 

Mr.  Cox.  At  what  point  did  you  not  know  that?  Did  you  not  know 
that  when  you  actually  attended  it? 

Mrs.  O'Leary.  I  knew  from 

Mr.  Cox.  Do  you  not  know  it  now? 
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Mrs.  O'Leary.  I  know,  sir,  and  I  knew  then,  I  knew  on  that  day. 
I  do  not  recall  whether  I  reviewed  this  particular  schedule  when 
it  was  first  created. 

Mr.  Cox.  I'm  not  trying  to  get  into  whether 

Mrs.  O'Leary.  I  understand  and  trust  me,  I'm  trying  not  to  mis- 
lead you,  as  well,  but  I  knew  well  before  we  got  to  South  Africa 
that  the  final  reception  at  that  hotel,  the  Carlton  Hotel  in  Johan- 
nesburg, was  to  be  sponsored  by  the  I  Can  Foundation.  I  knew  that 
because  I  had  been  told  so  by  3  or  4  employees. 

I  further  knew  that,  sir,  because  when  I  entered  the  lobby  of  the 
hotel  there  was  a  large  sign  saying  that  this  reception  was  hosted 
by  the  I  Can  Foundation. 

Mr.  Cox.  I'm  just  told  by  counsel  that  the  I  Can  Foundation 
came  forward  and  agreed  to  pay  for  this  subsequently. 

Mr.  Barton.  This  will  have  to  be  the  last  question. 

Mrs.  O'Leary.  I  need  to  finish  on  this  line  of  questioning. 

Mr.  Cox.  I  was  just  laying  the  foundation  to  ask  a  simple  ques- 
tion. If  the  chairman  would  permit  me  to  ask  the  Secretary,  I 
would  very  much  appreciate  it. 

The  question  I  wish  to  put  to  you  is  one  that  the  chairman  began 
to  ask  you.  This  is  a  question  that  I  hope  is  very  simple  and  under- 
standable. 

There  is  a  reception.  There  are  other  receptions,  I'm  sure,  that 
you  have  hosted  and  attended.  Kjiowing  that  there  was  such  a  re- 
ception, or  at  least  knowing  that  there  was  a  reception  at  the  time 
you  attended  it,  who,  as  Secretary,  do  you  rely  on  to  arrange  for 
paying  for  such  things?  Which  person  in  the  Department  of  Energy 
is  responsible  for  this  in  your  management  system? 

Mrs.  O'Leary.  On  the  ground  one  person  will  be  responsible  for 
site.  I  do  not  recall  who  specifically  on  the  administrative  team  was 
responsible  for  that  site  but  I  don't  want  to  leave  on  the  record  the 
impression  that  I  understood  anything  other  than  this  was  the  I 
Can  Foundation  reception. 

And  when  the  formal  remarks  were  made,  the  president  of  the 
I  Can  Foundation  opened  those  formal  remarks,  indicated  that  he 
was  hosting  the  reception  on  behalf  of — to  honor  the  delegation — 
and,  in  fact,  hosted  all  of  the  comments  and  remarks.  I'm  very 
clear  about  that. 

Mr.  Cox.  You  don't  know  who  is  responsible  for  making  arrange- 
ments in  DOE? 

Mrs.  O'Leary.  I  have  told  you  with  respect  to  every  site  there 
were  two  people 

Mr.  Barton.  The  gentleman's  time  has  expired.  We'll  let  the  Sec- 
retary answer  the  question. 

Mrs.  O'Leary.  Thank  you.  There  were  two  people  who  had  the 
authority  to  make  arrangements.  I  do  not  at  this  very  moment 
know  which  two  people  they  were  but  I  can  provide  and  would  be 
happy  to  provide  that  information  for  the  record. 

[The  following  was  received  for  the  record:] 

Based  on  an  internal  review  conducted  in  response  to  recommendations  in  the 
draft  Inspector  General  report  on  travel,  an  apparent  unavailability  of  funds  in  the 
Reception  and  Representation  account  seems  to  have  been  common  knowledge 
among  staff  making  arrangements  for  the  South  Africa  trade  mission.  Accordingly, 
event  planning  by  these  individuals  was  structured  with  the  object  of  avoiding  n- 
nancial  liability  by  the  Department  for  activities  that,  if  funded  by  the  Department, 
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coiild  only  have  been  paid  for  from  the  Reception  and  Representation  account.  Also, 
individuals  within  the  office  of  Human  Resources  and  Administration  are  respon- 
sible for  accomplishing  the  actual  obligation  of  funds  within  the  account,  and  would 
have  been  aware  of  account  balances  so  as  to  prevent  action  at  headquarters  obli- 
gating funds  beyond  those  available. 

Mr.  Cox.  I  appreciate  that.  I  vield  back. 

Mr.  Barton.  The  Chair  will  now  recognize  the  distinguished 
former  chairman  of  this  subcommittee  and  the  current  ranking 
member  of  the  full  committee,  Mr.  Dingell,  for  10  minutes. 

Mr.  Dingell.  Mr.  Chairman,  I  thank  you.  Mr.  Chairman,  I  com- 
mend you  for  holding  these  hearings.  I  believe  that  we're  finally 
getting  to  the  bottom  of  the  problems  that  have  been  oppressing  us 
here  in  the  subcommittee  for  some  while. 

I'd  like  to  try  and  get  the  attention  of  the  Secretary  to  address 
a  couple  of  questions  here.  And  by  way  of  preamble  I'd  like  to  ob- 
serve that  yesterday  we  heard  the  testimony,  under  oath,  of  a  num- 
ber of  prominent  American  business  leaders  who  testified  to  the 
worth,  the  value  of  these  trips  from  the  standpoint  of  their  own 
particular  concerns  and  also  from  the  standpoint  of  the  concerns  of 
the  industries  of  which  they  are  a  part  and  also  from  the  stand- 
point of  the  American  energy  industry,  and  the  fact  that  these  trips 
have  been  enormously  of  value  to  each  of  them,  to  the  companies 
and  to  the  American  economy  generally  in  terms  of  sales  abroad, 
procurement  of  contracts  and  things  of  that  kind  for  their  compa- 
nies. 

We  also  heard  of  the  enormous  growth  of  the  energy  industry 
which  is  going  on,  which  is  going  to  require  enormous  investments 
and  will  achieve  for  the  companies  that  are  able  to  make  the  sales 
enormous  amounts  of  business  and  a  prominent  place  in  the  world 
economic  community  by  reason  of  that  fact. 

We've  heard  a  number  of  charges  raised  about  improprieties  in 
connection  with  the  trips,  some  of  which  appeared  to  be,  very 
frankly,  serious.  I'd  like  to  get  us  down  to  the  intelligent  discussion 
of  the  important  questions  that  appear  to  remain  and  to  talk  about 
the  questions. 

Now,  Madam  Secretary,  I  think  just  a  yes  or  no  answer  to  this 
question.  I  would  note  that  there  have  been  a  number  of  questions 
raised  with  regard  to  the  way  that  these  trips  were  conducted.  I 
believe  you've  indicated  in  response  to  that  that  you're  reviewing 
all  questions,  facts  and  laws  and  rules  and  regulations  relative  to 
the  way  in  which  these  trips  are  conducted.  You  are  reviewing  all 
necessary  corrective  measures  needed  to  be  taken  in  concert  with 
the  Inspector  General,  the  General  Accounting  Office  and  the  Gen- 
eral Counsel's  Office. 

And  your  review  of  questions  with  regard  to  the  facts,  laws  and 
so  forth  with  regard  to  the  factual  matters  is  also  being  conducted 
with  careful  consultation  with  the  GAO,  the  Inspector  General  and 
the  General  Counsel  of  the  Department. 

I  have  gathered,  from  a  careful  listening  to  your  comments  and 
also  from  a  careful  reading  of  your  statement,  that  when  this  proc- 
ess has  been  completed,  and  it's  going  on,  I  gather,  with  consider- 
able vigor,  that  you  will  take  all  necessary  corrective  actions  to  rec- 
tify the  problems  and  see  to  it  that  these  kinds  of  trips  in  the  fu- 
ture are  taken  in  a  fashion  that's  fully  appropriate  and  proper.  Is 
that  correct? 
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Mrs.  O'Leary.  That's  correct,  sir. 

Mr.  DiNGELL.  It  looks  like  we've  ended  the  problem  that's  before 
us,  doesn't  it? 

Madam  Secretary,  I  have  heard  you  say  that  you  will  accept  all 
the  IG's  recommendations,  the  GAO's  recommendations  after  the 
process  is  completed.  Is  that  correct? 

Mrs.  O'Leary.  That's  correct,  sir. 

Mr.  DiNGELL.  And  that  you  will  expedite  the  implementation  of 
those  in  all  speedy  fashion;  is  that  correct? 

Mrs.  O'Leary.  That's  correct,  sir. 

Mr.  DiNGELL.  Madam  Secretary,  we've  had  a  vast  quarrel  and 
we've  wandered  into  an  enormous  swamp  here  over  how  much  ben- 
efit is  out  there.  You've  told  us  that  the  market  in  China  is  over 
$1  trillion.  That's  100,000  megawatts.  The  market  in  India  is 
140,000  megawatts.  That's  over  $1.4  trillion.  That's  an  enormous 
opportunity  for  American  energy  companies  and  for  American  in- 
dustry; am  I  correct? 

Mrs.  O'Leary.  And  lawyers,  too,  sir. 

Mr.  DiNGELL.  Could  you  give  us  some  appreciation  of  what  the 
market  might  be  in  other  parts  of  the  world  so  we  can  have  an  un- 
derstanding of  just  what  it  is  we're  trying  to  get  in  the  way  of  busi- 
ness on  behalf  of  American  companies? 

Mrs.  O'Leary.  For  simple  energy  infrastructure  it's  about  $4.1 
trillion.  If  one  embraces  all  infrastructure,  and  this  is  a  study  done 
at  the  Commerce  Department,  which  expands  beyond  energy  to 
large  manufacturing,  of  which  energy  is  a  key  component,  it's  a  $12 
trillion  market,  sir. 

Mr.  DiNGELL.  Could  you  submit  to  us  a  table  giving  us  some  kind 
of  appreciation  of  that? 

Mrs.  O'Leary.  Yes,  I  can,  sir. 

[The  following  was  received  for  the  record.] 

The  potential  power  generation  market  for  energy-related  products  and  services 
world-wide  to  2010  include: 

Estimated  Power  Generation  Market  Potential 

TM.i  inHiiioH  ^otal  Addi-  Investment  Investment  Investment 

p«i«,                                   r,„,rlioOT  fionalCapac-         Cost©  Cost®            Cost© 

"••'"                                    ^'^^f^^^^        ityReq'd  $500M/GW  $1000M/GW  $1500M/GW 

^^**'              2010  (GW)  ($Billlons)  ($Billlons)  ($Billions) 

Africa 75  GW  69  GW  $35  $69  $104 

Mddle  East 84  140  70  140  210 

E.  Europe  &  FSU 446  102  51  102  153 

W.  Europe 590  252  126  252  378 

Central  &  South  America  159  166  83  166  249 

Asia*  571 751 375 751 1126 

'includes  China  and  India 

Source:  Solomon  BroUiers:  The  Globil  Power  Market:  Trends  and  Projactiont,  1994-2010 

Mr.  DiNGELL.  Could  you  also  give  us  a  statement  of  what  other 
countries  are  doing  in  terms  of  their  efforts  to  promote  trade  for 
their  companies,  particularly  at  a  governmental  level? 

Mrs.  OLeary.  I  would  be  pleased  to  provide  that  information. 
One  anecdote.  When  I  was  in  South  Africa  and  had  to  travel  to  Sun 
City  in  order  to  meet  with  Deputy  President  Mbecki,  it  was  be- 
cause he  was  there  meeting  with  over  200  Malaysian  business  dele- 
gates when  our  60  or  so  were  in  the  country.  So  I  had  to  go  to  him 
as  he  was  entertaining  a  larger  delegation. 
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[The  following  was  received  for  the  record.] 

Over  the  past  several  years  foreign  governments  have  demonstrated  an  increased 
willingness  to  invest  their  political  and  financial  resources  to  supporting  their  com- 
panies' participation  in  major  projects.  A  Department  of  Commerce  sampling  of  ap- 
proximately 200  overseas  competitions  over  the  past  eight  years  revealed  that  U.S. 
nrms  lost  about  half  of  these  contracts,  worth  an  estimated  $25  billion,  due  at  least 
in  part  to  politiceil  and  economic  support  provided  by  other  governments.  Since  this 
study  covered  only  a  small  part  of  the  total  universe  of  projects  over  this  period, 
actual  losses  are  estimated  to  be  several  times  this  number. 

Foreign  governments  rely  on  trade  missions,  advocacy  and  export  promotion.  They 
coordinate  their  government-wide  efforts  at  the  highest  levels.  Heads  of  state  have 
been  directly  involved  in  supporting  their  companies  on  foreign  bids.  Generous 
concessional  financing,  large  cost  reductions,  corporate  financial  assistance,  prom- 
ises of  technology  transfer  and  other  technical  assistance  are  all  tools  offered  to  re- 
cipient countries  to  improve  bids.  Adjustment  of  overall  aid  flows  has  been  an  effec- 
tive tool. 

These  and  other  efforts  made  by  foreign  governments  to  secure  export  contracts 
are  docvunented  in  the  1995  National  Export  Strategy  (copy  attached)  ^.  Additional 
details  will  be  provided  to  Congress  in  the  1996  National  Export  Strategy,  which  is 
being  preptu-ed  by  the  Trade  Promotion  Coordinating  Committee  (TPCC).  I  have 
also  attached  a  matrix  detailing  major  economic  diplomacy  missions  to  China  by 
other  governments. 

^The  document  is  retained  in  subcommittee  files. 
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Mr.  DiNGELL.  I  think  it  would  be  also  useful  if  you  were  to  give 
us  an  appreciation  of  not  only  what  foreign  countries  are  doing  in 
terms  of  promoting  industry  on  behalf  of  their  companies  and  their 
industries  and  sales  on  behalf  of  those  people  but  what  we're  doing. 
And  perhaps  maybe  you  could  consult  with  the  Department  of 
Commerce  and  get  some  kind  of  appreciation  about  how  our  efforts 
in  these  matters  are  measuring  up  to  the  efforts  of  foreign  coun- 
tries in  this  area. 

Mrs.  O'Leary.  Mr.  Chairman,  I  have  those  facts  available  to  me 
and  I  can  share  with  you  that  we  are  well  behind  the  curve,  both 
in  terms  of  moneys  spent  for  advocacy  and  moneys  spent  for  project 
support  by  way  of  financing  or  offset  for  financing  or  providing  in- 
surance for  political  risk.  We're  at  the  bottom  of  the  pile. 

[The  following  was  received  for  the  record.] 

The  first  Report  to  Congress  in  1993  on  the  National  Export  Strategy  identified 
65  specific  recommendations  to  reinvent  the  United  States'  trade  promotion  pro- 
grams. We  have  streamlined  export  licensing,  become  more  aggressive  in  providing 
loans  and  financial  guarantees  to  U.S.  exporters,  strengthened  domestic  and  foreign 
trade  promotion  offices  (including  co-locating  programs  that  support  exporters),  cre- 
ated an  interagency  Advocacy  Center.  According  to  the  TPCC,  direct  advocacy  in 
1994  helped  U.S.  businesses  win  over  141  contracts,  accounting  for  $26  billion  in 
U.S.  exports  and  supporting  370,000  U.S.  jobs.  I  have  personally  participated  in  this 
advocacy  program,  providing  direct  advocacy  and  many  letters  to  foreign  energy  offi- 
cials in  support  of  U.S.  bids  on  foreign  energy  projects. 

An  important  result  of  the  Administration's  coordinated  approach  to  export  pro- 
motion tJirough  the  TPCC  has  been  the  linking  of  our  export  promotion  efforts  to 
key  trade  policy  initiatives.  Our  efforts  to  strengthen  the  World  Trade  Organization, 
to  build  an  effective  regional  trade  framework  through  NAFTA,  strengthened  par- 
ticipation in  APEC  and  market  opening  agreements  with  Japan  directly  affect  our 
private  sector's  success  in  foreign  markets.  The  Department  of  Energy  supports  this 
program  through  provision  of  expert  advice  to  the  USTR  to  identify  trade  barriers 
and  the  impact  of  various  remedies  on  U.S.  industry  access.  We  also  provide  experts 
on  government  regulation  of  energy  activities  to  assist  other  countries  to  develop 
privatization  strategies  that  remove  barriers  to  international  trade  and  investment. 
We  have  modified  uie  focus  of  our  energy  bilaterals  with  key  trading  partners  and 
Big  Emerging  Markets  (BEMs)  to  create  an  additional  forum  for  addressing  barriers 
that  disadvantage  U.S.  companies  in  those  markets. 

One  very  recent  example  of  success  in  removing  barriers  to  U.S.  trade  and  invest- 
ment in  Russia  is  the  Russian  commitment  to  reduce  its  excise  tax  on  exported  oil 
(a  serious  threat  to  U.S.  oil  production  joint  ventures  in  that  country)  by  70%  to 
early  1996  levels.  This  was  achieved  at  the  July  12,  1996  meeting  of  an  interagency 
team  with  their  Russian  counterparts,  in  Moscow,  as  part  of  the  preparations  for 
the  seventh  Gore  Chernomyrdin  Commission  meeting  July  15-16,  1996. 

With  respect  to  how  our  efforts  are  measuring  up  to  foreign  countries,  I  refer  you 
to  the  1995  Report  to  Congress  on  the  National  Export  Strategy  (copy  attached)  i. 
Clearly  our  trade  promotion  programs  are  more  effective  and  better  coordinated 
than  they  have  ever  been.  The  Trade  Promotion  Coordinating  Committee  has  as  its 
goal  expanding  exports  to  over  $1.2  trillion  by  the  year  2000.  We  can  achieve  this 
goal.  However,  both  the  executive  and  the  legislative  branches  of  the  U.S.  Govern- 
ment must  be  united  in  a  commitment  to  provide  political  and  economic  resources 
needed  to  ensure  that  U.S.  industry  can  compete  on  fair  terms. 

^  The  document  is  retained  in  subcommittee  files. 

Mr.  DiNGELL.  I  think  that  would  be  vep^  important. 

Could  you  also  give  us  some  appreciation  of  what  other  countries 
are  doing  in  terms  of  breaking  down  governmental  barriers,  tariff 
barriers,  nontariff  barriers  and  things  of  that  kind,  and  the  kinds 
of  tariff  barriers  that  confront  American  industries  when  they  go 
over  there,  which  occasions  the  assistance  of  the  U.S.  Government 
to  American  industries  as  they  go  about  their  efforts;  for  example, 
market-closing  devices,  border  taxes  and  other  devices,  including 
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some  of  the  more  subtle  and  deft  mechanisms  that  are  used  to  pre 
elude  American  engineering,  accounting  and  insurance  services. 

Mrs.  O'Leary.  We  can  provide  that  and  we  can  provide  it  for 
Russia.  We  can  get  outside  of  Asia  on  those  facts. 

[The  following  was  received  for  the  record.] 

The  Department  of  Energy's  efforts  to  promote  U.S.  business  opportunities  in 
overseas  energy  markets  is  two  pronged.  First,  DOE  identifies  and  seeks  the  elimi- 
nation of  barriers  (tariff  and  non-tariff)  in  these  markets,  as  well  as  promoting  the 
development  and  adoption  of  rules  and  regulations  that  advance  private  sector  ac- 
tivities in  tiie  energy  part  of  the  economy.  Second,  the  Department  is  an  active  par- 
ticipant in  the  U.ST  interagency  efforts  to  negotiate  new  rules  for  the  opening  of 
trade  and  investment  opportunities  worldwide. 

With  respect  to  Russia,  the  Department  of  Energy,  under  the  auspices  of  the  En- 
ergy Policy  Committee  of  the  Gore-Chernomyrdin  Commission  and  in  close  coopera- 
tion with  the  other  government  agencies,  the  Office  of  the  Vice  President  and  U.S. 
companies,  is  continuously  interacting  with  its  Russian  counterparts  to  overcome 
trade  and  investment  barriers  in  the  energy  sector. 

The  Energy  Policy  Committee  over  the  last  three  years  has  focused  on  encourag- 
ing the  development  of  a  legal  and  commercial  fi-amework  to  attract  U.S.  investment 
in  Russia's  energy  sector.  Investments  would  be  made  when  there  is  a  stable,  clear 
and  transparent  regime  in  place.  These  efforts  have  resulted  in: 

•  Passage  of  the  legislation  on  Production  Sharing  Agreements, 

•  Draft  tax  code  which  is  expected  to  be  passed  next  year, 

•  Passage  of  legislation  on  energy  efficiency  and  conservation,  and 

•  EstabUshment  of  an  independent  energy  regulatory  commission. 

The  Department  also  has  worked  with  its  Russian  counterparts  to  address  specific 
problems  that  U.S.  companies  faced  in  its  business  ventures  in  Russia.  Again  in  co- 
operation with  the  Vice  President's  office  and  other  agencies,  the  Department  has 
been  able  to  assist  companies  in  restoring  pipeline  access  to  sell  their  oil  production 
abroad  and  avoiding  doubling  of  excise  taxes. 

In  other  areas  of  the  world,  such  as  South  Afinca  and  the  countries  of  the  Western 
Hemisphere.  DOE  is  providing  assistance  to  restructure  the  internal  energy  markets 
of  these  countries  in  order  to  create  conditions  that  encourage  private  investment. 
Such  assistance  includes  the  development  of  laws  and  regulations  that  promote  pre- 
dictability and  transparency  tiiat  encourage  private  investors  to  operate  in  these 
markets. 

Further,  DOE  has  assisted  with  technical  experts  to  create  new  markets  for  bene- 
ficial technologies  such  as  efficiency,  renewables  and  environmentally-based  tech- 
nologies like  clean  coal  and  water  purification.  Additionally,  through  the  ongoing  ac- 
tivities initiated  under  the  Hemispheric  Energy  Symposium  of  October  1995,  the 
Department  is  providing  guidance  add  leadership  for  the  development  of  compatible 
rules  and  regulations  in  tiie  countries  of  the  Western  Hemisphere  that  wiU  promote 
the  cross  border  flow  of  energy  supplies. 

For  many  countries  a  mtgor  difficulty  is  the  promotion  of  private  financing  in  the 
energy  sector.  The  Department,  in  partnership  with  the  Agency  for  International 
Development,  conducted  a  study  on  "Alternatives  to  Central  Government  Counter- 
guarantees  for  Private  Power  Project  Financing".  This  study  has  helped  to  define 
tiie  problems  and  suggest  solutions  to  Central  Government  support  tor  private  fi- 
nancing. While  this  study  was  oriented  towards  promoting  investments  in  India,  it's 
recommendations  ^nd  suggestions  may  be  equally  applicable  towards  other  coun- 
tries. 

As  noted  earUer,  DOE  is  an  active  participant  in  the  development  of  new  trade 
and  investment  rules  for  global  appUcation.  DOE  has  assisted  the  Office  of  the  U.S., 
Trade  Representative  in  me  negotiation  of  numerous  Bilateral  Investment  Treaties 
with  various  countries  around  the  world,  and  is  currentiv  participating  in  the  nego- 
tiation of  the  Multilateral  Agreement  on  Investment  with  the  other  countries  of  the 
Organization  for  Economic  Cooperation  and  Development. 

With  respect  to  the  identification  of  trade  and  investment  barriers  around  the 
world,  the  Department,  along  with  other  agencies  of  the  U.S.  Government  and 
under  the  leadership  of  the  Office  of  the  U.S.  Trade  Representative,  participated  in 
the  development  of  the  "National  Trade  Estimates  Report  on  Foreign  Trade  Bar- 
riers". This  is  a  comprehensive  review  of  the  trade  barriers  in  place  in  various  coun- 
tries, that  have  hindered  the  flow  of  goods  and  investments  by  U.S.  companies.  A 
copy  of  tiie  latest  report  is  attached.^ 

^The  report  is  retained  in  subcommittee  files. 
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Mr.  DiNGELL.  I  noted  amongst  the  9  or  10  prominent  American 
business  leaders  that  testified  here  yesterday  about  the  effects  of 
your  trip  that  one  company  had  gotten  a  $750  million  contract  that 
it  would  not  have  gotten  had  it  not  been  for  the  help  of  the  Depart- 
ment of  Energy. 

We've  had,  as  I  mentioned,  we've  been  floundering  around  in  this 
vast  swamp  here  about  how  much  we  got  or  how  little  we  got.  My 
Republican  colleagues  would  have  us  believe  that  we've  gotten  vir- 
tually nothing  and  others  have  indicated  we've  gotten  rather  more. 

Could  you  give  us  an  honest  appraisal  of  the  economic  con- 
sequences of  these  trips,  just  so  that  we  can  perhaps  have  some- 
thing on  the  record  that  we  can  rely  on,  instead  of  having  a  bunch 
of  political  charges  here?  That  might  benefit  us  in  terms  of  getting 
an  honest  appreciation  of  what  it  is  you  have  done  there.  Would 
you  do  that  for  us,  Madam  Secretary? 

Mrs.  O'Leary.  I'd  be  pleased  to,  Mr.  Chairman. 

[The  following  was  received  for  the  record.] 

ECONONnC  APPRAISAL  OF  TRADE  MISSIONS 

Attached  a  summary  of  total  business  agreements  signed  during  the  Department 
od  Energy's  trade  missions  dated  October  2,  1995  and  a  status  report  on  Trade  Mis- 
sion Business  Agreements  dated  December  19,  1995. 
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December  19,  1995 

TO:      DanReicher 
Pete  Didisheim 
Dirk  Forrister 
Bud  Annan 
Abe  Haspel 
Jessie  Harris 
Kay  Thompson 

FROM:  Steven  Lee 

RE:      Status  on  Trade  Mission  Business  Agreements 

Attached  is  the  December  19, 1995  status  of  business  agreements.  The  numbers  are  as  followed: 

Total  value  of  agreements  having  reached 

financial  closure  or  sales  agreements  $2.03285B 

Total  value  of  agreements 

making  significant  progress  $2.288B 

Total  (Sum  of  both)  $4.32085B 

The  additional  increase  from  yesterday's  $4. 19085B  figure  is  AES's  Wan  Fang  2X125  MW  coal- 
fired  project  in  China  valued  at  $130  million.  AES  announced  that  this  project  recently  recived 
approval  from  the  State  Planning  Commission  (SPC).  This  approval  represents  one  step  forward 
and  is  not  to  be  construed  as  reaching  financial  closure.  This  project  along  with  Wing's  Deng 
Feng  power  project  were  already  in  the  approval  prcess  prior  to  the  China  mission  and  are  not 
included  in  the  total  $19.7B  figure.  They  were  however,  advocated  for  during  the  mission  . 

The  attached  table  is  broken  out  by  (1)  agreements  having  reached  either  financial  closure  or  sales 
agreements  and  (2)  agreements  having  made  significant  progress  since  the  mission. 

I  will  continue  to  update  you  as  additional  information  becomes  available. 
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Implementation  Agreement  for  a 
585  MW  Low  btu  natural  gas 
combined  cycle  power  plant. 

Financial  closure  reached. 

Developers  estimate  that  the  Uch 
project  will  purchase  over  $200 
million  in  equipment  from  US 
firms  and  result  in  an  estimated 
4000  jobs  in  South  Carolina, 
Oklahoma,  Nebraska,  and  New 
York. 
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Paul  G.  Smith,  CEO 
Tenaska  International 
1044  N.  115th  Street 
Suite  400 

Omaha,  NE  68154-4446 
(T)  402  691-9500 
(F)  402  691-9570 

Eugene  W.  Zeltman, 
Manager,  Trade  & 
Industry  Associations 
GE  Power  Systems 
1  River  Road 
Bldg  1,  Room  704 
Schenectady,  NY  12345 
(7)518  385-2320 
(F)  518  385-5704 
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Peter  Leathard,  President 

&CEO 

VECO  International 

813 

W.  Northern  Lights  Blvd 

Anchorage,  AK  99503 

(1)907  264-8104 

(F)  907  264-8130 

1 

1 

VECO  -  Pipeline  service 
contract  with  Pakistan 
State  Oil 
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Company  reports  the  sale  of  $9 
million  of  wind-energy 
equipment  to  India  and  has 
started  up  a  previously  idle 
factory  in  Burke  Burnett,  TX. 

Companies  from  California, 
Ohio,  Georgia,  Oklahoma, 
Tennessee  and  Texas  are 
involved  and  about  180  jobs  are 
dedicated  to  this  project  alone. 
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Brian  O'Sullivan, 
Managing  Director 
Cannon  Power  Corp 
PO  Box  1457 
Tehacapi,  CA93581 
(T)  805  822-7524 
(F)  805  822-8394 

1 

0M 

Cannon  Power  Corp  - 
Wind  Turbine  Agreement 
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Mr.  DiNGELL.  Now,  we've  talked  about  what  it  is  that  other  coun- 
tries are  doing  to  promote  their  energy  industries  in  this  and  trade 
and  access  to  contracts  and  government  officials  and  foreign  com- 
panies. Could  you  give  us  an  appreciation  of  what  our  national  pol- 
icy should  be  on  this  and  why?  Just  briefly  now  and  then  perhaps 
in  greater  deal.  Now,  what  should  the  policy  be  and  why  should  we 
have  it? 

Mrs.  O'Leary.  The  position  of  the  President  of  the  United  States 
and  surely  my  position,  having  nothing  to  do  with  the  fact  that  I 
have  this  job,  is  that  as  long  as  the  competition  is  unbalanced  by 
the  fact  that  our  key  competitors  provide  the  kind  of  support  that 
you  have  just  outlined  and  provide 

Mr.  DiNGELL.  As  long  as  there  are  market  closure  devices  in 
place  and  as  long  as  our  people  have  the  difficulty  in  penetrating 
governmental  shelters  for  their  industry  over  there,  particularly  in 
the  area  of  energy,  we  ought  to  do  that,  oughtn't  we? 

Mrs.  O'Leary.  Yes,  sir.  We're  behind  the  curve  in  that  we  don't 
provide  the  incentives  in  the  United  States  to  help  the  U.S.  indus- 
try get  over  those  hurdles. 

So  we  need  more  of  our  engagement  while  the  United  States 
tries  to  balance,  through  the  World  Trade  Organization  and  others, 
some  of  the  rules  of  the  road.  We  need  more  help  than  others  be- 
cause we're  less  able  to  provide  the  kind  of  financial  packages  and 
other  support  to  overcome  the  barriers  existing. 

Mr.  DiNGELL.  Now,  could  you  submit  to  us  some  statement  as  to 
what  other  countries'  governments  are  doing  to  assist  their  busi- 
nesses in  the  area  of  trade? 

Mr.  Barton.  This  will  have  to  be  the  gentleman's  last  question 
in  this  round. 

Mr.  DiNGELL.  Mr.  Chairman,  thank  you.  If  that  will  be  submitted 
for  the  record,  and  if  we  could  have  the  approval  of  the  Chair  and 
my  colleagues,  I  would  ask  unanimous  consent  that  we  be  able  to 
submit  a  series  of  questions  to  the  Secretary. 

Mr.  Barton.  The  gentleman  can  finish  his  question  and  the  Sec- 
retary can  answer.  I'm  just  saying  that  his  time  has  expired  and 
this  will  have  to  be  the  last  question  in  this  round.  I  wasn't  mean- 
ing to  cut  you  off. 

Mr.  DiNGELL.  I  took  no  offense,  Mr.  Chairman. 

Mr.  Barton.  Does  the  Secretary  wish  to  answer  the  question? 

Mrs.  O'Leary.  I  think  Mr.  Dingell  has  been  clear  he  wants  me 
to  provide  the  data  for  the  record  and  I've  also  heard  him  indicate 
that  he  will  likely  have  other  questions.  We're  very  much  accus- 
tomed to  that  from  this  committee  and  I  look  forward  to  receiving 
them. 

[The  following  was  received  for  the  record.] 

WHAT  OUR  FOREIGN  POLICY  SHOULD  BE  ON  TRADE  PROMOTION 

The  American  economy  and  our  standard  of  living  have  never  been  more  depend- 
ent on  trade.  Exports  accounted  for  almost  one-third  of  real  U.S.  economic  growth 
over  the  last  decade  and  are  expected  to  grow  faster  than  overall  economic,  activity 
for  the  next  five  years.  As  we  look  to  the  future  we  must  become  ever  more  success- 
ful in  the  international  marketplace  if  we  are  to  achieve  our  national  goals  of: 
— Economic  strength,  a  reduced  trade  deficit  and  rising  standards  living  associated 
with  high  wage  jobs; 
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— Environmental  security,  with  internationally  deployed  technologies  that  protect 
the  health  of  our  current  population  and  preserve  our  planet  for  future  genera- 
tions; 
— Political  leadership  in  an  international  community  with  widely  diverse  goals  and 
rapidly  changing  allegiances. 
Our  foreign  policies  must  reflect  our  clear  understanding  of  the  importance  of 
trade  to  our  economic,  environmental  and  political  security. 

With  respect  to  what  other  governments  are  doing,  I  have  provided  information 
above.  However,  I  will  use  this  opportunity  to  point  out  that  the  combined  funding 
provided  by  the  Japanese  Export-Import  Bank  and  their  Overseas  Economic  Co- 
operation Fund  is  roughly  equal  to  World  Bank  lending  around  the  globe. 

Mr.  Barton.  The  Chair  would  like  to  recognize — before  recogniz- 
ing Mr.  Burr,  we've  been  joined  by  two  other  distinguished  Mem- 
bers of  Congress.  Congressman  Jackson  is  with  us  and  Congress- 
man Conyers  was  standing  in  the  back  but  apparently  has  left  and 
may  return. 

The  Chair  would  recognize  Mr.  Burr  of  North  Carolina  for  10 
minutes. 

Mr.  Burr.  Thank  you,  Mr.  Chairman,  and  welcome,  Madam  Sec- 
retary. 

Mrs.  O'Leary.  Good  morning,  sir. 

Mr.  Burr.  I  apologize  that  I  was  not  here  for  opening  state- 
ments. 

[The  prepared  statement  of  Hon.  Richard  Burr  follows:] 

Prepared  Statement  of  Hon.  Richard  Burr,  a  Representative  in  Congress 
FROM  THE  State  of  North  Carolina 

Thank  you  Mr.  Chairman. 

I  would  first  like  to  thank  the  Secretary  of  Energy  for  joining  us  today  and  testify- 
ing before  the  subcommittee. 

As  you  know,  this  subcommittee  has  been  looking  into  the  management  practices 
and  administrative  procedures  at  the  Department  of  Energy.  These  hearings  have 
gone  on  for  several  months  and  we  continue  to  find  questionable  billings,  shoddy 
accounting  and  financial  mismanagement  at  the  Department  of  Energy  specificedly 
with  regard  to  recent  trade  missions  led  by  the  Secretary. 

These  discrepancies  speak  poorly  of  the  United  States  government  and  the  De- 
partment of  Energy.  I  hope  tnat  these  errors  will  be  fixed  quickly.  Problems  sur- 
rounding the  cost  of  foreign  trade  missions  would  have  been  avoided  if  the  Depart- 
ment of  Energy  had  implemented  the  directives  given  by  the  Inspector  General  in 
November  of  1994.  I  am  extremely  concerned  that  Department  of  Energy  ignored 
those  recommendations  and  I  expect  the  Department  of  Energy  to  respect  all  direc- 
tives of  the  Inspector  General  in  the  future. 

I  expect  the  Secretary  to  say  today  that  she  is  in  the  process  of  implementing  the 
most  recent  suggestions  that  the  Inspector  General  has  made — ^but,  I  think  the  big- 
ger question  is:  Why  she  chose  to  ignore  the  Inspector  General's  recommendations 
of  November  1994?  Would  all  the  problems  that  have  gone  along  with  Secretary 
O'Lear/s  travel  have  occurred  if  she  had  implemented  the  Inspector  General's  sug- 
gestions? And  would  it  be  necessary  for  us  to  be  here  today? 

Let  me  share  one  glaring  example  of  such  questionable  financi£il  decisions  at  the 
Department  of  Energy  with  you.  It  can  be  illustrated  by  the  maps  I  have  brought 
to  the  hearing  room  today.  One  map  shows  the  Washington,  D.C.  to  Richmond  area, 
a  nice  drive  on  an  average  day — about  an  hour  and  a  half  The  other  map  shows 
the  area  between  Johannesburg  and  Sun  City,  South  Africa.  As  you  can  see  from 
the  markings.  Sun  City  is  about  as  far  from  Johannesburg  as  Richmond  is  fi-om 
Washington.  Yet  the  Department  of  Energy  chose  to  charter  an  airplane  for  this 
trip. 

It  may  shock  you  to  know  that,  the  Department  of  Energy  paid  over  $7,000  dol- 
lars— for  the  chartered  flight  from  Johannesburg  to  Sun  City  and  back.  It  should 
have  cost  only  $1,300.  All  this  for  a  trip  that  takes  less  than  2  hours  to  drive.  Fur- 
ther, this  cost  was  incurred  after  spending  over  $100,000  on  ground  transportation 
in  South  Afiica.  Is  this  really  the  kind  of  decision  making  that  we  need  at  the  De- 
partment of  Energy? 
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Finally,  let  me  say  that  I  agree  with  a  statement  the  distinguished  ranking  mem- 
ber of  the  Commerce  Committee  made  yesterday  in  a  hearing.  Mr.  Dingell  said  that 
he  does  not  question  the  role  of  government  in  leadiiig  trade  missions.  But  he 
agreed  that  if  there  is  a  problem  at  the  Department  of  Energy,  we  should  address 
that  problem  and  not  kill  future  trade  missions  involving  the  federal  government. 
There  is  bipartisan  agreement  on  this  statement. 

I  must  ask,  however,  how  many  more  hearings  must  we  conduct  before  the  De- 
partment of  Energy  makes  meaningful  changes  in  inadequate  procedures.  How 
many  times  must  the  Inspector  General  direct  the  Department  of  Energy  to  change 
its  poor  management  decisions  and  disregard  for  taxpayer  funds? 

Mr.  Chairman,  I  am  grateful  for  the  chance  to  ask  Secretary  O'Leary  about  finan- 
cial mismanagement  and  other  problems  at  the  Department  of  Energy.  I  look  for- 
ward to  addressing  the  problems  at  the  Department  and  I  hope  that  we  can  bring 
real  change  to  Department  of  Energy  with  the  continued  oversight  of  this  commit- 
tee. 

I  yield  back  the  balance  of  my  time. 

Mr.  Burr.  Let  me  take  this  opportunity  to  thank  you  for  accept- 
ing responsibility.  I  think  that  was  very  clear  from  your  opening 
statement  and  I  find  that  to  be  a  rare  thing  in  this  town. 

But  I've  also  got  to  say  that  I've  got  some  very  specific  questions 
and  they  will  probably  deal  more  with  personal  decisions  in  the  fu- 
ture than  with  the  decisions  of  the  past  or  the  policies  of  the  past 
since,  in  fact,  we  don't  have  specific  recommendations  before  us 
today  from  the  IG  and  the  opportunity  for  DOE  to  formalize  those 
in  a  plan. 

Do  you  believe  that  this  committee  is  being  responsible  by  having 
you  here  and  looking  at  the  questions  that  have  been  raised  at 
DOE? 

Mrs.  O'Leary.  Mr.  Burr,  of  course  I  believe  that  this  committee 
is  responsible  and  being  responsible  today.  If  I  have  a  quarrel,  it 
is  simply  that  I  have  waited  so  long  to  be  here. 

And  I  would  point  out  that  directly  behind  you  are  three  very  in- 
expensive boards  thrown  up  to  show  that  each  of  the  29  rec- 
ommendations of  the  Inspector  General  contained  in  his  interim 
draft  report  are  recommendations  that  I  accept.  Ten  of  them  we  be- 
lieve have  been  fulfilled  and  we  have  also  indicated  that  we  will 
fulfill  the  others  by  July  31. 

So  I've  been  working  to  solve  this  problem,  not  waiting  for  the 
IG,  but  we've  been  working  on  this  since  January. 

Mr.  Burr.  Many  people  have  portrayed  this  as  a  witch  hunt  on 
our  part  and  I  just  want  to  make  sure  that  you're  in  agreement 
that  we  do  have  a  responsibility  to  ask  you  these  questions  and  to 
look  into  the  questions  that  have  been  raised  by  the  Inspector  Gen- 
eral. 

Mrs.  O'Leary.  I  have  never  quarreled  with  the  authority  and  the 
responsibility  of  this  committee. 

Mr.  Burr.  Given  the  choice  in  the  future  on  trade  missions, 
would  you  now  choose  to  charter  aircraft  or  fly  commercially,  with 
the  questions  that  have  been  raised,  specifically  from  the  four  trade 
missions  that  have  been  audited? 

Mrs.  O'Leary.  Mr.  Burr,  I  know  that  you  were  here  on  yesterday 
and  you  heard  the  testimony  of  the  business  delegates  who  ex- 
pressed their  angst  at  the  chilling  effect  of  not  what  the  committee 
is  necessarily  doing,  but  the  way  that  this  is  being  played  in  the 
media. 

What  I  know  of  my  personal  experience  from  these  trips  is  that 
moving  a  delegation  together  makes  a  lot  of  sense  in  terms  of  secu- 
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rity,  in  terms  of  the  use  of  time  of  people — not  me,  but  people  who 
have  limited  time  and  want  to  do  this  work  with  a  Cabinet  officer, 
that  it  makes  sense  to  move  the  team  together.  I  want  to  finish  and 
I'll  try  to  do  this  in  a  hurry. 

It  also  makes  sense  to  pull  the  team  together  so  that  they  are 
a  team  when  they  get  on  the  ground,  and  I  will  tell  you  that  there 
is  nothing  more  powerful  than  having  a  Cabinet  officer  and  busi- 
ness delegates  and  members  of  nongovernmental  organizations 
working  on  these  issues  come  off  of  a  plane  as  a  team. 

The  way  I  would  describe  it  is  you  would  not  send  the  U.S.A. 
basketball  or  baseball  team  to  Atlanta  to  try  and  win  a  gold  medal 
without  ever  being  together  before  they  got  there. 

Now  sadly,  the  next  Secretary  of  Energy  will  perhaps  undergo 
much  more  scrutiny.  Where  I  think  we're  going  on  this  is  we  will 
be  using  government  planes.  The  interesting  thing  is  that  the  gov- 
ernment planes  are  more  expensive  than  the  charter. 

Mr.  Burr.  I  realize  that  and  clearly,  and  I  don't  want  to  get  into 
specifics  of  the  trips,  but  clearly  you  and  I  know  that  from  the  ac- 
counting of  the  trips,  1  day  longer  in  preparation,  to  go  1  day  ear- 
lier, would  be  a  significant  savings  to  the  American  taxpayer  by 
taking  the  group  in  possibly  commercially  a  day  earlier  and  spend- 
ing that  first  day  to  do  exactly  what  you  have  portrayed  you  do  on 
the  chartered  plane. 

And  I  would  just  raise  that  question  but  let  me  understand.  Was 
your  answer  in  the  future  you  would  choose  to  continue  the  prac- 
tice of  chartered  or  military  aircraft? 

Mrs.  O'Leary.  I  believe  that  carrying  the  team  together  makes 
more  sense  and  I've  got  to  come  back  to  this  because  what  I  fear 
is  the  American  public  has  no  understanding  of  where  we  were 
going,  how  difficult  it  is  to  get  there — let  me  finish,  sir,  because  I 
need  to  make  this  point. 

Also,  how  tight  security  is,  how  hard  it  is  to  get  from  an  airport 
in  any  one  of  these  so-called  major  cities — and  they  are — and  move 
people  without  having  them  joined  together.  There  would  have 
been  no  way  I  could  have  gotten  all  of  these  people  without  one 
plane. 

Now,  I  know  the  outcome  that  you  seek  from  me  and  that  is  to 
promise  to  do  it  "the  most  cost  effective  way,"  but  I  believe  that 
there  are  other  criteria  which  must  be  put  on  the  table  and  as  I 
understand  those  criteria,  I'm  going  to  always  be  in  favor  of  moving 
a  group  like  this  together. 

And  I  will  tell  you  from  my  own  experience  with  the  business 
community  that  what  they  want  is  the  time  to  have  attention  from 
the  senior  people  in  the  government,  not  just  the  Secretary  of  En- 
ergy, on  a  plane  where  they  can  talk  about  their  issues,  and  you 
cannot  do  that  on  a  commercial  flight. 

Mr.  Burr.  I'm  going  to  ask  my  staff  to  put  up  a  map,  two  maps, 
actually.  One  map  is  a  map  of  South  Africa.  It  shows,  with  a  rib- 
bon, the  distance  between  Johannesburg  and  Sun  City.  The  other 
is  a  map  of  the  State  of  Virginia.  It  also  has  a  blue  ribbon.  That 
blue  ribbon  is  between  the  cities  of  Washington  and  Richmond. 

I  talked  with  Sun  International's  U.S.  office  this  week  and  I  con- 
cluded from  my  conversation  that  not  only  the  distance  but  the 
time  of  travel  by  automobile  or  by  bus  was,  in  fact,  similar  between 
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Washington  and  Richmond  and  between  Johannesburg  and  Sun 
City. 

Given  a  choice  like  this  in  the  future,  would  the  DOE  decision 
be  to  charter  aircraft  or  to  use  ground  transportation  to  make  a 
similar  trip? 

Mrs.  O'Leary.  With  respect  to  the  Sun  City  trip  vou  have  to  un- 
derstand that  I  was  going  to  meet  the  deputy  president — ^that's  like 
the  vice  president — of  South  Africa,  at  his  request  and  on  his  time- 
table. And  I  was  also  keeping  schedules  to  keep  commitments  that 
I  had  made  to  other  officials,  high  level  officials,  my  counterparts 
in  the  South  African  government. 

Mr.  Burr.  I  have  looked  at  the  schedule  of  that  day  and  I  hope 
that  you  will  take  an  opportunity  to  go  back  and  look  at  it  because 
I  think  that  the  scenario  that  I  have  presented  allows  sufficient 
time  to  make  that. 

Mrs.  O'Leary.  Mr.  Burr,  my  comment  would  be  that  you  are  a 
great  deal  younger  than  I  am,  a  great  deal  younger  than  I  am,  my 
point  being  that  I  don't  have  the  stamina  to  do  what  you  suggest. 
And,  having  seen  that  terrain,  I  don't  think  you  would  have  wanted 
me  and  your  U.S.  Ambassador  to  get  in  a  car  and  make  that  trip 
and  try  to  get  back  and  take  care  of  our  other  assignments. 

Mr.  Burr.  You  stated  in  your 

Mrs.  O'Leary.  One  final  detail,  and  I'd  like  to  close  on  this.  I  do 
not  want  to  leave  the  impression  that  the  entire  delegation  went 
to  Sun  City.  I  went,  along  with  the  Ambassador,  and  my  recollec- 
tion is  four  staff  people,  to  support  me  on  that  trip. 

Mr.  Burr.  Clearly  that  is  what  the  record  shows. 

Mrs.  O'Leary.  Thank  you. 

Mr.  Burr.  You  stated  earlier  that  of  the  29  suggestions  that 
they're  going  to  be  tough  and  there  will  be  slip-ups.  What  should 
the  American  people  expect  to  be  the  degree  of  slip-up  before  we 
should  be  concerned? 

Mrs.  O'Leary.  I  think  the  American  public  has  the  right  to  al- 
ways want  Sigma  6  from  any  operation  the  government  is  under- 
taWng.  That's  what  we're  working  on. 

I've  also  told  you  that  the  requirements  of  these  trips  requires 
such  agility.  I  had  planned  to  meet  Deputy  President  Mbecki  in 
Pretoria.  I  didn't  know  I'd  have  to  go  to  Sun  City  to  keep  that 
meeting  and  take  a  message  from  the  Vice  President  of  the  United 
States,  I  might  add. 

So  what  the  U.S.  public  should  expect  is  that  we  have  command 
of  the  details  of  the  exchange  between  our  people  and  the  embassy, 
we  know  day  by  day  what  has  been  ordered,  we  keep  records,  we 
don't  depend  on  the  State  Department  to  keep  records,  and  that 
when  their  records  are  sent  to  us,  we  demand  more  than  a  sum- 
mary; we  get  back-up  because  that's  what  my  mother  would  do  if 
she  were  transacting  business. 

And  I  think  that — I  know  that  I  can  get  there.  I've  committed  to 
do  that.  But  will  this  be  elegant  and  perfect?  Not  in  the  near  term. 
And  every  time  it's  inelegant  and  imperfect  one  should  question 
why. 

My  quarrel  here  is  that  somehow  we've  been  parodied.  You  know, 
I've  been  made  the  high-flying  adored,  like  Evita  in  Argentina.  And 
anybody  who  knows  me  on  these  trips  knows  that  I,  along  with  the 
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business  delegates  and  the  people  who  worked  with  me,  have 
worked  18,  19,  20  hours  a  day,  often  ill. 

So  to  permit  this  thing  to  get  spun  into  Secretary  O'Leary  is  see- 
ing the  world;  mostly  I  see  meeting  halls,  and  the  people  who  work 
for  us  never  even  get  out  of  the  hotel  work  rooms.  And  that's  the 
piece  that  we  have  got  to  turn  around.  Nobody  is  peeling  grapes 
and  eating  bon-bons  with  their  feet  up. 

Mr.  Burr.  Clearly  I  have  tried  to  stay  away  from  portraying  any- 
thing that  you've  done  in  the  past  but  to  talk  about  the  future 

Mrs.  O'Leary.  Thank  you. 

Mr.  Burr.  And  I'm  sorry  if,  in  fact,  you've  taken  it  that  way. 

Mrs.  O'Leary.  Others  have  taken  it  that  way,  sir.  It's  written 
that  way. 

Mr.  Burr.  Well  clearly,  I  can't  speak  for  the  rest  of  the  commit- 
tee but  I  have  tried  to  do  this  in  a  responsible,  open,  representative 
way  for  the  people  that  I  represent.  And  clearly  I  hope  you  under- 
stand the  oath  that  I  took  means  that  sometimes  we  have  to  ask 
tough  questions.  We  have  to  question  people  about  their  judgment 
and  we  have  to  work  together  to  improve  it  in  the  future. 

Mrs.  O'Leary.  I  like  tough  questions  and  I  like  partnerships. 

Mr.  Barton.  The  gentleman's  time  has  expired. 

Mr.  Burr.  The  gentleman  would  yield  back. 

Mr.  Barton.  Madam  Secretary,  that  concludes  our  first  round. 
It's  the  Chair's  intention  to  have  at  least  one  more  round  and  pos- 
sibly two.  Would  the  gentlelady  care  for  a  personal  convenience 
break  at  this  point? 

Mrs.  O'Leary.  Well,  I'd  only  do  that  if  others  are.  Everyone 
seems  to  require  one  and  the  lady  will  take  the  weight  for  it. 

Mr.  Barton.  We  will  recess.  The  clock  says  it's  about  12  after. 
We'll  try  to  reconvene  at  25  after.  We'll  take  a  short  recess  for  12 
minutes. 

Mrs.  O'Leary.  Thank  you,  sir. 

[Brief  recess.] 

Mr.  Barton.  If  the  subcommittee  could  come  back  to  order  and 
if  the  witnesses  could  resume  their  place  at  the  table  and  the  audi- 
ence find  their  seats. 

Madam  Secretary,  we're  going  to  begin  our  second  round  of  ques- 
tions now.  I'm  going  to  focus  on  a  memorandum  that  the  Inspector 
General  sent  to  the  Deputy  Secretary  of  Energy  at  the  time,  Mr. 
William  White,  on  December  20.  But  before  I  do  that  I  just  want 
to  put  one  other  thing  in  the  record  on  this  Anti-Deficiency  Act 
that  I  questioned  you  on  earlier. 

Do  you  want  to  wait  for  Mr.  Fygi? 

Mrs.  O'Leary.  I  think  Mr.  Fygi  is  having  a  smoke.  He  has  that 
bad  habit. 

Mr.  Barton.  Well,  he  has  that  right  as  an  American  citizen.  I 
don't  think  we're  a  no-smoking  building  yet.  So  we'll  continue, 
then,  without  him. 

Mrs.  O'Leary.  Thank  you,  sir.  To  my  detriment. 

Mr.  Barton.  He's  coming. 

Mrs.  O'Leary,  There  he  is.  He  smells  like  a  furnace. 

Mr.  Barton.  She  is  casting  aspersions  on  personal  habits. 

Mr.  Fygi.  My  apologies.  I  couldn't  resist  making  another  preemp- 
tive visit  down  the  hall. 
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Mr.  Barton.  Not  a  problem. 

Well,  I'm  going  to  focus,  Madam  Secretary,  on  a  memorandum  to 
the  Deputy  Secretary  but  before  I  do  that  I  just  want  to  put  into 
the  record  one  more  thing  on  the  Anti-Deficiency  Act,  acknowledg- 
ing that  you,  at  this  point  in  time,  dispute  the  charge. 

This  comes  from  the  Principles  of  Federal  Appropriation  Law.  It's 
put  out  by  the  General  Accounting  Office.  This  particular  document 
was  in  December  1992,  I  believe. 

It  says,  and  this  is  referring  to  the  Anti-Deficiency  Act,  "Factors 
such  as  the  absence  of  bad  faith  or  the  lack  of  intent  to  commit  a 
violation  are  irrelevant  for  purposes  of  determining  whether  a  vio- 
lation has  occurred. 

"However,  intent  is  relevant  in  evaluating  the  assessment  of  pen- 
alties. Note  that  the  criminal  penalties  are  linked  to  determination 
that  the  law  was  knowingly  and  willfully  violated  but  the  adminis- 
trative sanction  provisions  do  not  contain  similar  language. 

"Thus,  intent  or  state  of  mind  may  and  probably  should  be  taken 
into  consideration  when  evaluating  potential  administrative  sanc- 
tions, whether  to  assess  them  and,  if  so,  what  type,  but  must  be 
taken  into  consideration  in  determining  applicability  of  criminal 
sanctions."  So  obviously  intent  is  important  in  assessing  what  pen- 
alties, if  any,  to  apply  but  intent  or  bad  faith  or  ignorance  is  not 
a  factor  in  determining  whether  a  violation  itself  has  occurred.  I 
just  put  that  into  the  record. 

Now,  in  this  round  I  want  to  focus  on  your  actions  or  lack  there- 
of. As  a  result  of  the  first  two  trade  missions  trips  the  Inspector 
General  and  his  deputies  conducted  an  audit  and  on  November  7, 
1994  they  issued  an  audit  report  that  recommended  four  specific 
actions  be  taken. 

As  a  result  of  that  audit,  the  Inspector  General  wrote  a  memo 
dated  December  20,  1994  and  he  presented  this  memo  personally 
to  the  then-Deputy  Secretary  Mr.  William  H.  White.  Mr.  White  has 
stated  in  an  affidavit  and  in  a  telephone  conversation  with  me  that 
he  brought  this  memorandum  to  your  personal  attention  and  he 
doesn't  recollect  whether  he  personally  handed  it  to  you  or  your 
chief  of  staff,  that  when  he  came  in  to  visit  with  you  on  it,  you 
were  in  a  session,  a  counseling  session  or  a  meeting  with  your  chief 
of  staff,  but  that  he  did  bring  it  into  the  room  and  he  recollects  he 
placed  it  in  your  hands. 

Now,  the  key  factor  in  this  memorandum  and  what's  important 
about  it  is  that  in  this  memorandum  there  is  the  admonishment 
that  no  additional  foreign  trade  mission  trips  be  taken  until  spe- 
cific actions  have  been  taken  to  remedy  the  problems  that  the  No- 
vember 7  audit  had  highlighted. 

Today  you  have  come  forward,  said  you  take  responsibility, 
you're  going  to  implement  the  29  recommendations  of  the  draft  In- 
spector General  report,  but  in  1994,  when  you  were  hand-delivered 
a  personal  memorandum  from  the  Inspector  General  to  the  Deputy 
Secretary,  there  do  not  appear  to  be,  until  recently,  any  actions 
that  you  took  to  act  on  those  recommendations  on  the  November 
7  memorandum.  So  that  has  to  call  into  question  not  your  sincerity 
but  the  ability  to  actually  follow  up  on  what  you  say  you're  going 
to  do. 
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Now,  my  first  question  is  do  you  recall  receiving  the  Inspector 
General  memo  from  the  Inspector  General  to  Deputy  Secretary 
White? 

Mrs.  O'Leary.  I'm  now  aware  of  the  fact  because  Bill  White  both 
phoned  and  wrote  me  to  remind  me  that  he  had  brought  a  piece 
of  paper  in  when  I  was  having  a  meeting  with  my  chief  of  staff. 
Those  who  know  Rich  Rosenzweig  would  be  clear  that  I  would 
never  have  a  counseling  session  with  him. 

Mr.  Barton.  That's  my  phrase. 

Mrs.  O'Leary.  But  I  was  having  a  meeting  with  him. 

Here's  what  I  recalled,  that  Rich  Rosenzweig  and  I  later  had  a 
discussion  about  the  memorandum.  I  do  not  recall  reading  it.  I  may 
well  have.  I  also  recall  that  Rich  told  me  that  he  called  that  memo- 
randum to  the  attention  of  the  people  who  were  then  responsible 
for  the  travel  office,  because  the  recommendations  which  had  been 
made  had,  quite  frankly,  gone  another  route.  The  recommendations 
from  that  early  on  audit  had  been  directed  to  the  attention  of  the 
Assistant  Secretary  for  Human  Resources  and  Administration  and 
the  Assistant  Secretary  for  Policy. 

Sadly,  I  will  tell  you  that  normally  these  kinds  of  reports  that 
the  Inspector  General  writes  don't  come  to  my  attention.  They  gen- 
erally come  to  the  attention  of  the  chief  operating  officer  of  the  De- 
partment of  Energy  who,  at  the  time,  was  Mr.  White,  interestingly 
enough. 

Mr.  Barton.  I  understand  that  but,  Madam  Secretary,  I  want  to 
be  specific  on  this. 

Mrs.  O'Leary.  I  heard  you. 

Mr.  Barton.  The  Inspector  General  thought  it  was  a  serious 
enough  issue  that  he  personally  briefed  the  No.  2  person  in  the  De- 
partment, the  Deputy  Secretary.  The  Deputy  Secretary  believed 
that  it  was  serious  enough  that  he  personally  came  in  to  your  per- 
sonal office  and  apparently  interrupted  a  meeting  that  was  in 
progress  to  hand  you  the  memo. 

Now,  how  frequently  did  that  happen  that  the  No.  2  person  in 
the  Department  came  into  your  presence,  said  the  Inspector  Gen- 
eral has  personally  briefed  me  on  this  issue,  and  you  not  at  least, 
to  your  recollection,  take  the  time  to  read  the  memorandum  and 
make  a  decision  on  what  should  be  done  to  implement  it? 

The  key  paragraph  in  this  memorandum  is  "Based  on  our  initial 
findings  in  the  supplemental  information  provided  by  the  GAO,  we 
have  concluded  that  the  Department  should  ensure  that  all  of  its 
processes  and  procedures  covering  international  travel  have  been 
addressed  before  any  additional  trips  are  contemplated."  In  the 
next  year  you  took  two  additional  international  trade  missions,  to 
use  your  term,  the  Presidential  trade  mission  that  cost  $1.4  mil- 
lion. You  took  several  other  international  trips  that  were  not  of 
that  scope. 

Now,  I'm  going  to  give  you  another  opportunity 

Mrs.  O'Leary.  Do  I  now  have  the  opportunity,  because  I'd  like 
to 

Mr.  Barton.  Yes,  ma'am. 

Mrs.  O'Leary.  Thank  you  very  much.  I'd  like  to  start  here.  I 
don't  want  to  get  tangled  in  the  weeds  of  how  many  times  Bill  left 
a  piece  of  paper  on  my  desk,  because  the  appropriate  way  to  get 
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my  attention  is  to,  of  course,  talk  to  me  and  to  talk  to  me  seriously 
about  a  serious  matter.  I  don't  want  to  discuss  that  because  I  don't 
think  it  helps  us  here. 

What  I  do  want  to  discuss  is  that  the  responsible  people  within 
the  Department  of  Energy  were  very  clearly  responding  to  these 
recommendations  of  the  Inspector  General  with  respect  to,  No.  1 — 
the  most  important  thing  in  my  belief — which  was  to  lay  out  a  pol- 
icy. 

Now,  our  quarrel  might  be  that  that  policy  wasn't  done  fast 
enough.  It  is  my  quarrel.  People  behind  me  could  tell  you  that  I 
say,  "Give  me  this  policy."  And  their  response  is,  "Secretary,  better 
to  give  you  a  workable  policy  and  a  policy  with  which — " 

Mr.  Barton.  Madam  Secretary- 


Mrs.  O'Leary.  If  I  could  finish,  Mr.  Barton,  because- 


Mr.  Barton.  Nothing  happened.  Nothing  happened. 

Mrs.  O'Leary.  I  disagree  with  you.  Plenty  happened. 

Mr.  Barton.  Fine.  Explain  what  happened. 

Mrs.  O'Leary.  A  significant  attempt  to  change  the  form  of  ac- 
quiring the  planes,  clearly  in  direct  response  to  the  Inspector  Gen- 
eral's request.  A  very  serious  attempt  to  collect  money  due  and 
owed  the  Federal  Government,  which  certainly  has  worked  because 
the  last  time  I  had  an  opportunity  to  testify  about  this  we  had 
some  21  people  still  outstanding;  I  cannot  tell  you  how  many  more 
were  outstanding  before  this  recommendation. 

But  we  have  worked  in  very  serious  ways  to  try  and  ensure  that 
we  both  hire  the  plane  and  get  the  payment.  The  recommendation, 
in  my  recollection,  and  it's  right  here  before  me,  is  that  we  get  ag- 
gressive with  repayment.  I  don't  know  how  much  more  aggressive 
we  can  get.  There  are  four  people  outstanding  that  are  still  dodging 
us  and  we  are  continuing  to  dun  them.  The  final  recommendation 
is  to  have  an  order  in  place. 

So  on  each  and  every  scheduled  trade  mission,  worth  the  oppor- 
tunity to  capture  billions  of  dollars  in  a  marketplace,  we  were 
scheduled  to  make  these  trips.  They  had  been  signed  off  to  and 
agreed  to  many  times  in  very  formal  communiques  between  the 
President  of  the  United  States  of  America  and  the  head  of  our  host 
nations,  and  you  can  jolly  well  believe,  sir,  that  I  was  not  about  to 
say  no  to  a  mission  already  planned  and  further  risk  insulting  a 
host  nation  with  whom  we  were  trying  to  do  business. 

Were  we  on  the  point  in  terms  of  getting  this  work  done?  Yes, 
sir.  Your  quarrel  is  and  the  IG's  quarrel  is  it  wasn't  in  writing.  For 
that  I  plead  guilty,  but  we  were  doing  it. 

Mr.  Barton.  My  time  has  expired  and  I'm  going  to  keep  myself 
to  the  same  commitment.  But  let  me  just  simply  point  out  before 
I  recognize  Mr.  Klink,  the  last  two  trade  missions  in  1995  were  the 
two  most  expensive  trade  missions;  they  were  not  the  least  expen- 
sive. Four  different  methods  were  used  on  each  trade  mission  to 
procure  aircraft. 

In  the  case  of  the  very  last  trade  mission,  to  South  Africa,  lit- 
erally the  day  that  the  plane  was  leaving  Dulles  Airport  people  on 
your  staff  were  scrambling  to  get  enough  people  to  get  on  the  plane 
so  that  the  cancellation  fees  would  not  be  invoked.  That's  what  ad- 
mittedly the  draft  Inspector  General — it's  a  draft  report,  but  that's 
what  the  facts  say  in  the  report. 


210 

And  all  of  the  changes  that  are  now  being  made,  according  to  the 
IG,  have  occurred  this  year. 

Now,  my  time  has  expired 

Mrs.  O'Leary.  Do  I  have  a  chance  to  respond  to  just  one  of  those 
purported  facts  that  you've  recited? 

Mr.  Barton.  Well,  they're  facts  in  this  report. 

Mrs.  O'Leary.  I  want  to  be  clear  that  no  one  was  scrambling  to 
put  people  on  this  plane.  In  each  one  of  the  areas  where  energy 
business  could  be  sought  and  acquired  there  were  people  on  wait- 
ing lists  clamoring  to  go 

Mr.  Barton.  Well,  my  time  has  expired.  In  my  next  round  I  will 
read  you  from  the  report. 

Mrs.  O'Leary.  [continuing]  on  these  trips.  Sir,  the  report  is  incor- 
rect on  this  issue.  Of  my  own  personal  knowledge,  I  know  that 
there  were  waiting  lists  of  people  to  get  on  these  planes. 

Mr.  Barton.  The  Chair  recognizes  Mr.  Klink  for  10  minutes. 

Mr.  Klink.  Thank  you. 

Madam  Secretary,  is  this  report  currently  out  for  comment 
throughout  the  Department  of  Energy? 

Mrs.  O'Leary.  It  is  indeed  and  the  Secretary  herself  has  not  only 
read  it,  but  has  read  many  times  now,  tabbed  it  and  has  her  own 
personal  notes  in  the  report  where  I  have  quarreled  with  facts  as 
they  have  been  recited. 

Mr.  Klink.  Madam  Secretary,  is  it  possible  that  this  report  will 
be  changing  many  times  between  this  initial  draft  and  the  final 
IG's  findings? 

Mrs.  O'Leary.  It  certainly  is.  It's  certainly  and,  in  my  view,  nec- 
essary. 

Mr.  Klink.  Madam  Secretary,  as  briefly  as  you  can,  would  you 
please  answer  the  last  question  that  Mr.  Barton  was  asking  about 
getting  people  to  scramble  on  the  plane? 

Mrs.  O'Leary.  Thank  you,  yes.  I  was  attempting  to  recite  the 
facts  as  I  both  know  them  and  are  recorded,  in  that  there  were 
more  subscribers  for  places  on  this  delegation  than  there  were 
places.  And  at  the  very  last  minute,  which  is  often  the  case  with 
business  people,  they  have  to  make  a  determination  whether  to 
take  a  trip  or  to  do  something  else.  And,  as  places  fell  out  at  the 
last  minute,  which  always  happens  with  business  people  and  even 
us,  others  were  waiting  to  fill  those  spaces. 

So  we  were  not  clamoring  or  scrambling  to  fill  seats. 

And  finally,  in  the  very  end,  when  we  recognized  that  there  were 
seats,  we  put  some  of  our  own  people  on  a  plane,  again,  for  the 
clear  reason  that  it  was  easier  to  move  our  people  with  us  than  to 
have  them  come  behind  us  later  commercially. 

But  to  describe  this  as  a  scramble  is  to  mischaracterize  the  effort 
and  mischaracterize  the  tough  work  of  keeping  in  line  hundreds  of 
business  people  who  wanted  to  make  a  journey. 

Mr.  Klink.  Madam  Secretary,  again,  I  would  ask  if  your  assess- 
ment of  this  report  is  the  same  as  mine.  I  see  two  of  the  most  key 
questions,  the  issue  of  the  per  diem  and  the  possible  violation  of 
the  Anti-Deficiency  Act.  What  kind  of  figures  are  we  talking  about 
between  those  two  issues?  What  are  the  total  sums  that  are  in 
question  between  those  two?  Do  you  have  an  idea? 
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Mrs.  O'Leary.  Thank  you  for  asking  that  question  because  it's 
the  main  goal  that  I  assigned  to  people  who  were  reviewing  this 
document.  I  think  it's  been  quoted  by  many  that  we're  talking 
about  tens  of  thousands  of  dollars;  perhaps  we're  talking — we  could 
be  talking  no  more  than  $50,000  to  $75,000,  against  a  marketplace 
whose  value  is  $4  trillion. 

Now,  I  don't  make  light  of  any  cost  that  we  should  not  pay  and 
we  will  recoup  those,  but  it's  a  small  figure  against  a  potential  and 
indeed,  I'm  clear  that  it  is  a  potential. 

Mr.  Klink.  Let  me  ask  you  this  in  reference  to  the  questions 
about  your  traveling  on  aircraft.  We  heard  from  the  witnesses  yes- 
terday the  business  people  said  sometimes  it  does  take  days  to  get 
a  commercial  aircraft  when  you  are  in  some  of  these  countries  and 
that  it  is  very  inconvenient  for  not  only  the  members  of  business 
but  the  important  people,  yourself  and  other  people  who  are  travel- 
ing with  you  to  be  stuck  in  a  location  with  nothing  to  do,  other 
than  talk  on  a  phone,  if  you  couldn't  get  in  and  out,  so  we  under- 
stand that. 

Did  you  give  any  consideration  to  military  aircraft? 

Mrs.  O'Leary.  I  did  on  the  first  trip,  about  which  the  Inspector 
General  had  a  criticism.  We  took  a  military  aircraft  which,  in  my 
recollection,  was  $500,000  against  the  cost  for  the  first  commercial 
charter  to  India,  which  was — someone  here  has  that — but  my  recol- 
lection was  it  was  a  third  more  expensive  to  be  on  the  military 
plane. 

Mr.  Klink.  Your  recollection  is  that  it  was  more  expensive  to 
take  the  military  aircraft  than  it  was  to  take  the  charter  aircraft. 
And  I  would  just  point  out  for  the  record  that  Members  of  Con- 
gress, when  they  go  on  these  CODEL's,  take  military  aircraft. 

So  maybe  this  subcommittee  would  like  to  take  a  look  at  chang- 
ing this  policy.  I  have  a  headline  here  from  the  Roll  Call  or  one 
of  these  magazines  here  on  the  Hill.  It  says,  "Military  planes  for 
just  nine  congressional  trips  cost  $1  million.  Air  Force  discloses  in 
FOIA,"  and  I  would  just  want  to  insert  that  statement  in  the 
record. 

Likewise,  you  know,  when  you're  talking  about  traveling  a  dis- 
tance from  Washington  to  Richmond,  as  you  did,  Johannesburg  to 
Sun  City,  did  you  give  any  consideration  to  a  pogo  stick  or  to  roller 
skates,  which  not  only  would  have  been  less  expensive,  I  would 
point  out,  but  you  could  have  gotten  your  exercise  at  the  same 
time?  Along  with  the  gentleman  from  South  Carolina,  I  wondered 
if  all  of  these  other  forms  of  transportation  had  been— I  just  throw 
that  out  for  comment.  I'm  not  sure  if  you  did  or  not. 

Business,  let  me  point  out,  was  fully  supportive  of  this  trip,  even 
though  it  has  been  attempted,  time  and  time  again  during  the 
course  of  these  hearings  by  the  majority,  to  point  out  that  they  did 
not  receive  any  benefit. 

And  I  just  again  want  to  read  from  a  letter  which  we  submitted 
into  the  record  yesterday  dated  August  8,  1994,  almost  2  years  ago, 
to  the  President  and  this  letter  is  signed  by  various  business  people 
who  I  will  allude  to  in  a  moment  but  I  want  to  just  read  from  the 
letter. 

It  says,  "This  letter  is  written  by  the  industry  representatives  on 
the  Presidential  Mission  on  Sustainable  Energy  and  Trade  to  India 
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which  returned  to  the  United  States  July  14,  1994.  The  success  of 
this  mission  far  exceeded  the  expectations  of  the  companies  rep- 
resented." Next  to  the  last  paragraph  they  say,  "We  recommend 
that  Secretary  O'Leary  play  a  substantial  role  in  the  continuing 
work  involved  with  this  mission.  It  is  our  view  that  the  specific  ex- 
pertise of  the  Department  of  Energy  personnel,  as  it  applies  to  the 
increasing  energy  and  environmental  requirements  of  developing 
nations,  was  invaluable  and  is  critical  to  the  on-going  success  of 
the  Indo-U.S.  partnership."  Signed,  Nancy  Bacon,  senior  vice  presi- 
dent. Energy  Conversion  Devices;  Dennis  Bakke,  president  and 
CEO,  The  AES  Corporation;  Scott  Ba5mian,  president  and  CEO  of 
GE  India;  James  W.  Cook,  president  and  CEO,  CMS  Generation 
Company;  Sonja  Ebron,  the  president  of  Solar  Power  and  Light 
Company;  Reinier  Lock,  Esq.,  of  LeBoeuf,  Lamb,  Greene  &  McRae; 
Amal  Mansour,  the  chairman  of  the  board  and  CEO  of  Manufactur- 
ing and  Technology  Conversion  International;  Louis  Martarano,  the 
director  of  strategic  advisory  services,  global  power,  Merrill  Lynch 
and  Company;  Linda  Marvin,  acting  president  of  Lockheed  Envi- 
ronmental Systems  and  Technologies;  Peter  McChesney,  director  of 
business  development,  Community  Energy  Alternatives;  Lawrence 
T.  Pappay,  the  senior  vice  president  and  manager  of  Research  and 
Development;  Daniel  Radack,  the  manager  of  international  busi- 
ness development,  SRC  International;  A.V.  Mohan  Rao,  the  vice 
president  of  marketing  for  Spectrum  Power  Generation;  Robert 
Eggleston,  president  of  EFH  Coal  Company,  North  American  Divi- 
sion; Charles  Groff,  president  and  chief  executive  officer  of  Destec 
Energy,  Incorporated;  Lisa  Gued,  vice  president  of  Solar  Power  and 
Light,  Incorporated;  Walter  J.  Hesse,  president  and  CEO  of 
ENTECH,  Incorporated;  Paul  C.  Johnson,  president.  South  Asia 
Region,  Martin  Marietta  International  Corporation;  Ramesh  Kapur 
of  MED-TECH  Medical-Technical  Gasses;  Martin  Klepper,  Esq., 
partner  in  Skadden,  Arps,  Slate,  Meagher  &  Flom;  Velo  Kunsstraa, 
who's  the  president  of  Advanced  Resources  International;  Roger 
Little,  who  was  with  us  yesterday,  from  Spire  Corporation;  George 
Roland  of  Siemens  Solar  Industries;  Ellen  Roy  of  Intercontinental 
Energy  Group;  Fred  Schulte  of  the  Engin  National  Industries; 
Niranjan  Shah  of  the  Globetrotters  Engineering  Corporation;  Brian 
O'Sullivan  of  the  Cannon  Power  Corporation,  George  Sterzinger  of 
the  Future  Energy  Resources  Company;  Richard  Thompson  of  Cat- 
erpillar, Incorporated — he's  their  chief  executive  of  the  Engine  Divi- 
sion; Terence  Thorn  of  Enron  Corporation;  Charles  Trabandt  of 
Merrill  Lynch  and  Company;  Ishaq  Shahryar,  and  I  hope  I  didn't 
butcher  that  name  too  bad,  of  the  Solec  International,  Incorporated. 

Now,  these  businesses  didn't  seem  to  mind  these  trade  missions. 
In  fact,  one  of  the  people  who  was  there,  Mr.  Rogers  with  the 
Synergies  Energy  Development  Company,  talked  about  three  quar- 
ters of  a  billion  dollars  worth  of  business  that  he  got  as  a  direct 
result  of  this  mission.  Over  $300  million  of  that  business  is  going 
to  be  done  here  in  the  United  States. 

Do  you  have  any  comment  about  the  benefit  to  these  companies 
and  to  the  taxpayers  of  the  United  States  of  these  business  trips 
and  the  amounts  of  moneys  that  are  going  to  be  generated  to  this 
Nation? 


213 

Mrs.  O'Leary.  Mr.  Klink,  I  keep  referring  back  to  the  global  mar- 
ketplace for  capital  development  and  I  would  recite  to  you  a  con- 
versation I  had  with  one  of  the  CEO's  who  testified  on  yesterday. 

He  said,  "You  know,  you  ought  to  get  out  of  the  weeds  on  the 
value  of  the  trade  missions.  What  we  know  from  work  begun  or  ac- 
celerated because  we  were  with  you,  not  that  we  didn't  do  work 
ourselves,  will  result  in  profit  to  the  company  of  $4-$5  billion  with- 
in the  next  7  to  8  years."  He  said,  "If  you  want  the  measure,  simply 
translate  that  into  taxes  paid  to  the  American  Treasury,  profits 
recognized  by  shareholders,  who  are  normally  our  mothers  and  peo- 
ple who  invest  in  pension  funds,  and  continue  to  do  the  work  like 
that." 

The  market  is  huge.  And  what  I  know  you  also  heard  yesterday, 
it's  the  opportunity  created  when  a  high  level  official  from  the 
United  States  comes  to  a  country  and  begins  to  seek  discussion  and 
move  policy  with  counterparts.  It's  meetings  with  the  president  and 
the  prime  minister  that  force  everyone  who  has  been  at  the  table 
negotiating  to  try  to  get  it  finished  to  capture  the  moment,  because 
the  moment  is  an  opportunity  to  advance  the  business  negotiation. 

Many  of  these  negotiations,  I  know  from  my  own  personal  experi- 
ence, can  take  years  without  some  catalyst  to  move  them  along. 

I  also  know  from  some  of  our  friends  at  Coastal  that  in  China, 
coastal  has  turbines  that  they  point  to  and  they  say  are  the  results 
of  my  efforts.  I  don't  know  if  everybody  believes  that,  but  I  feel 
very  good  knowing  that.  And  I  also  feel  good  knowing  about  the 
fact  that  the  size  of  some  of  those  power  stations  were  to  have  been 
in  the  30  to  40  megawatt  range,  and  they  have  been  moved  up  to 
the  300  megawatts.  I  feel  good  about  that,  because  I  know  the 
value  returned  to  the  American  public. 

Mr.  Klink.  Before  I  yield  back  let  me  just  say  to  the  chairman 
of  the  subcommittee  let  there  be  no  doubt  about  it.  I  agree  with  you 
and  with  my  colleagues  on  the  majority  side  that  there  are  prob- 
lems, administrative  problems;  the  IG's  report  is  consistent.  But 
really  again,  as  I  expressed  to  you  yesterday,  I  feel  very  strongly 
that  we've  got  to  resolve  this. 

It  appears  the  Secretary  has  heeded  all  of  these  suggestions,  in 
fact,  in  a  timely  manner,  and  if  we  want  to  monitor  that,  I  have 
no  problem,  but  I  don't  want  to  see  these  hearings  interfere  and, 
as  a  reaction  to  these  hearings,  us  interfere  with  billions  and  bil- 
lions of  dollars  of  American  business.  That's  my  fear. 

Mr.  Barton.  We  thank  the  gentleman  and  the  Chair  agrees  that 
there  is  tremendous  benefit  that  can  be  accrued  from  these  mis- 
sions if  they're  done  properly  and  it's  our  intent  that  they  be  done 
properly. 

The  Chair  would  recognize  Mr.  Cox  of  California  for  10  minutes. 

Mr.  Cox.  Thank  you,  Mr.  Chairman. 

For  the  record,  let  me  say  I  think  this  is  a  complete  distraction 
and  a  straw  man.  As  I  said  in  my  opening  statement,  not  only 
should  the  Department  of  Energy  be  conducting  international  busi- 
ness, assisting  American  enterprise  in  that,  but  you  have  a  statu- 
tory responsibility  to  do  so. 

But  to  say  that  the  IRS,  which  is  responsible  for  producing  $1.5 
trillion  in  revenue,  can  therefore  justify  every  manner  of  extrava- 
gance, waste,  accounting  law  violation  and  so  on  because,  after  all. 
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they're  responsible  for  $1.5  trillion  in  revenue  I  don't  think  would 
set  very  well.  As  a  matter  of  fact,  we've  learned  in  recent  days  that 
the  IRS  is  not  keeping  its  books  properly  and  I  have  participated 
in  hearings,  bipartisan,  looking  after  why  the  IRS  can't  take  care 
of  its  own  books. 

And,  quite  frankly,  what  we're  interested  in  here  is  how  the  trav- 
el was  conducted,  not  whether  or  not  the  Department  of  Energy 
should  be  engaged  in  the  business  of  the  Department  of  Energy.  Of 
course  you  should.  But  you  also  ought  to  do  it  within  your  appro- 
priations and  what  the  Inspector  General  is  telling  us  is  that  on 
the  two  most  recent  trips,  the  Department  spent  funds  beyond  its 
appropriations  which,  if  that  is  true,  and  I  take  it  you  disagree,  al- 
though you  do  not  know  the  answer  to  the  question,  as  we've  cov- 
ered before,  but  you're  going  to  look  into  it,  but  if  the  Inspector 
General's  draft  report  is  correct,  then  we  have  a  violation  not  only 
of  civil  but  of  criminal  law,  in  that  one  respect  and  several  others. 

Now,  what  I  think  is  most  interesting  about  what  the  ranking 
member  just  said  is  that  the  real  question,  and  I  think  this  is  the 
real  question  in  these  hearings,  is  whether  the  Department  of  En- 
ergy and  you.  Madam  Secretary,  have  heeded  the  recommendations 
of  the  Inspector  General  and  whether  you're  doing  so  in  a  timely 
fashion  and  after  all  the  appearance  problems  created  by  the  ear- 
lier trips  resulted  in  press  articles,  such  as  in  the  Los  Angeles 
Times,  that  the  Inspector  General  issued  a  report  on  an  audit.  It's 
dated  November  7,  1994  and,  as  you'll  recall.  Madam  Secretary, 
that  report  made  four  specific  recommendations. 

Those  four  recommendations,  in  November  1994,  were  the  sub- 
ject of  the  memorandum  that  the  chairman  was  just  discussing 
with  you,  when  you  were  interrupted  by  the  Deputy  Secretary  and, 
as  you  just  testified  under  oath,  you  discussed  the  contents  of  that 
IG  bulletin  to  you,  to  the  Deputy  Secretary 

Mrs.  O'Leary.  Sir,  you've  just  mischaracterized  what  I  stated 
and  I'd  like  the  opportunity  to  clear  that  up.  I  apologize  for  inter- 
rupting you  but  I  want  to  make  it  clear  that  the  way  you  have  de- 
scribed what  I  said  in  response  to  the  chairman's  statement  we,  of 
course,  can  correct  on  the  record,  and  I  want  that  to  happen. 

Mr.  Cox.  Well,  I  do  think  we  need  to  have  that  corrected  just 
now  and  I'll  interrupt  my  questioning  for  that  purpose. 

Mrs.  O'Leary.  Well,  I  did  not  correct  it.  I  think  you  misstated 
what  I  said.  I'd  be  pleased  to  have  it  read  back. 

Mr.  Cox.  What  I  heard  you  say  earlier,  and  I'd  like  you  to  clarify 
it  just  now;  what  I  heard  you  say  earlier  is  that  you,  in  fact,  dis- 
cussed this  memorandum  with  your  chief  of  staff. 

Mrs.  O'Leary.  No.  I  said  later  the  chief  of  staff  came  back  to  me 
and  discussed  the  fact  that  he  had  taken  that  memorandum  down 
to  the  Travel  Office.  I  was  very  clear  to  say  I  did  not  discuss  it  at 
that  point. 

Mr.  Cox.  So  you  did  not  discuss  the  contents  in  1994  at  any  time 
of  that  memorandum. 

Mrs.  O'Leary.  Mr.  Cox,  you  and  I  can  continue  to  do  this.  Of 
course  I  discussed  it  with  him.  The  point  I  was  making 

Mr.  Cox.  If  it's  "of  course,"  then  I  think 

Mrs.  O'Leary.  I  did  not  discuss  it  at  that  time  and  I  want  to  be 
clear  about  that.  I  will  continue  to  work  very  hard  to  be  clear. 
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Mr.  Barton.  Would  the  gentleman  yield? 

Mr.  Cox.  I'd  be  happy  to  yield. 

Mr.  Barton.  I  think  it's  important  that  you  give  us  your  best 
recollection  of  when  you  did  discuss  it.  If  you  didn't  discuss  it  at 
the  time  that  the  Deputy  Secretary  brought  it  to  your  personal  at- 
tention, when?  Was  it  within  a  week,  within  a  day? 

Mrs.  O'Leary.  Sir,  I  am  not  certain  but  I  know  that  it  was  done 
pretty  speedily.  And  the  reason  I  know  is  because  of  the  assign- 
ments taken  on  by  the  people  who  had  responsibility  to  make  the 
changes  with  respect  to 

Mr.  Barton.  Define  "pretty  speedily."  Secretary  O'Leary.  Excuse 
me — acquiring  the  plane,  which  had  to  have  been  acquired  at  least 
within  4  weeks  of  receiving — of  Bill  White  bringing  that  piece  of 
paper  into  my  office. 

Mr.  Barton.  So  under  oath,  on  the  record,  to  the  best  of  your 
recollection  today,  you  discussed  this  memorandum  within  4  weeks 
of  when  Mr.  White  brought  it  to  your  attention, 

Mrs.  O'Leary.  No,  no,  no.  To  the  best  of  my  recollection  I  dis- 
cussed it  with  my  chief  of  staff  within  a  very  short  period  of  time. 
I'm  not  going  to  say  it  was  4  weeks  but  I  can  tell  you  that  people 
were  responding  to  the  chief  of  staffs  direction  within  4  weeks. 

Mr.  Cox.  Well,  the  reason,  if  I  could  reclaim  my  time,  Mr.  Chair- 
man, the  reason  that  it's  important,  for  those  who  are  perhaps 
wondering  what  we're  talking  about  here,  the  thing  that  you  did 
or  didn't  discuss  is  the  recommendation  from  your  own  Inspector 
General  that  you  not  take  any  more  trips. 

Specifically  what  it  says  is  that  "We  have  concluded  that  the  De- 
partment should  ensure  that  these  recommendations  be  imple- 
mented before  any  additional  trips  are  contemplated."  There  are 
four  recommendations. 

Now,  the  IG  came  before  this  subcommittee  and  testified  just  a 
short  while  ago,  a  few  months  ago,  that  even  now,  in  1996,  none 
of  those  four  recommendations  had  been  implemented. 

So  my  question  to  you  is  if  you  didn't  implement  the  1994  rec- 
ommendations, specifically  the  one  that  required  that  you  not  have 
any  more  trips 

Mrs.  O'Leary.  That  wasn't  one  of  his  recommendations.  There 
were  four  recommendations 

Mr.  Cox.  Would  you  like  me  to  read  it  in  the  memo? 

Mrs.  O'Leary.  Mr.  Cox,  there  were  four  recommendations.  My 
recollection  of  the  piece  of  paper,  which  I  do  not  have  before  me 
and  maybe  we  could  have  a  less  heated  conversation  if  I  had  a  copy 
of  what  you  were  reading  from,  but  my  recollection  is  there  were 
four  recommendations. 

Mr.  Cox.  Mr.  Chairman,  may  I  have  the  opportunity  to  give  the 
Secretary  a  copy  of  what  I'm  looking  at  just  now? 

Mr.  Barton.  My  assumption  is  she  has  a  copy. 

Mrs.  O'Leary.  I  don't.  I  have  a  copy 

Mr.  Barton.  Oh,  okay. 

Mrs.  O'Leary.  Thank  you  very  much. 

Mr.  Barton.  Surely.  In  fact,  I'll  give  her  my  personal  copy. 

Mr.  Dingell.  Mr.  Chairman,  will  that  be  made  available  to  us? 

Mr.  Barton.  Yes,  Mr.  Dingell.  It's  been  put  in  the  record  several 
times  and  we  can  certainly  get  this  copied  again  right  now. 
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Mr.  Cox.  Does  the  Secretary  now  have  a  copy? 

Mrs.  O'Leary.  I  have  it  and  if  you'll  bear  with  me  I'd  now  like 
to  read  it.  And  if  I  have  that  opportunity,  then  I'll  be  pleased  to 
respond  to  your  questions. 

Mr.  Cox.  I  wonder,  Mr.  Chairman,  if  I  might  have  allowance  for 
my  time  of  questioning  for  the  time  the  Secretary  wishes  to  take, 
because  I'd  like  her  to  have  as  much  time  as  she  needs. 

Mr.  Barton.  We  can  take — it's  one  and  a  half  pages. 

Mrs.  O'Leary.  I  now  have  two  papers.  One  is  the  IG's  memoran- 
dum to  William  White  and  the  other  is  the  four  recommendations 
from  the  Inspector  General  that  were  contained  in  his  report, 
dated,  I  believe,  in  November. 

Mr.  Barton.  November  7. 

Mrs.  O'Leary.  Which  was  addressed  to  someone  else.  I'm  pleased 
to  refer  to  whatever  language.  And  now  I'm  understanding,  Mr. 
Cox,  that  you  are  reading  from  the  memorandum  addressed  to  the 
Deputy  Secretary  from  the  IG. 

Mr.  Cox.  The  same  memo  that  we've  been  discussing  here,  that 
the  Deputy  Secretary  then  brought  in  to  your  office. 

Mrs.  O'Leary.  Fair  enough  and  I'm  going  to  read  it  if  you'll  just 
bear  with  me. 

Mr.  Barton.  We'll  suspend  for  a  minute. 

Mrs.  O'Leary.  Thank  you  so  much. 

Mr.  Barton.  We'll  also  be  getting  copies  for  members  of  the  com- 
mittee. 

[Pause.] 

Mrs.  O'Leary.  Mr.  Cox,  I  have  now  read  the  memorandum  from 
the  Inspector  General  to  William  White. 

Mr.  Cox.  I  appreciate  that.  Madam  Secretary. 

Mrs.  O'Leary.  And  I  have  not  now  taken  the  time,  nor  would  I, 
to  carefully  read  his  recommendations  but  if  I  need  to  do  that  I'm 
pleased  to.  But  his  recommendations  are  very  substantive  and  do 
not  go  to  the  question  of  whether  or  not  the  Secretary  of  Energy 
should  take  a  "trip."  I  took  very  seriously  the  recommendations 

Mr.  Cox.  I'm  sorry;  I  have  to  interrupt  you  at  this  point  because 
we  must  be  looking  at  different  documents. 

Mrs.  O'Leary.  Then  we  are. 

Mr.  Cox.  The  document  I  would  like  to  address  your  attention 
to  is  a  memorandum  from  the  Inspector  General  of  the  Department 
of  Energy  to  William  H.  White,  the  Deputy  Secretary,  dated  De- 
cember 20,  1994. 

Mrs.  O'Leary.  You  and  I  are  reading  the  same  document.  This 
document  then  refers  to  a  report.  The  report 

Mr.  Cox.  If  I  might.  Madam  Secretary 

Mrs.  O'Leary.  Sorry,  I'll  continue  to  listen.  Please  forgive  me. 

Mr.  Cox.  [continuing]  because  if  we're  confused  about  the  docu- 
ment that  we're  looking  at,  in  the  document  that  I've  just  described 
from  the  Inspector  General  to  your  Deputy  Secretary,  which  he 
then  brought  to  you,  it  states,  "We  have  concluded,"  and  I'm  now 
reading  from  the  document,  "that  the  Department,"  meaning  the 
Department  of  Energy,  "should  ensure  that  all  of  its  processes  and 
procedures  covering  international  travel  have  been  addressed  be- 
fore any  addition^  trips  are  contemplated."  Contemplated,  let 
alone  taken. 
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This  comes  on  the  heels  of  the  Inspector  Greneral's  memorandum 
of  November  7,  1994  that  lists  four  specific  recommendations.  The 
IG  came  back  to  us  in  1996,  just  a  few  months  ago,  and  said  that 
these  four  specific  recommendations  of  ours  about  international 
travel  for  the  Department  of  Energy,  made  in  1994,  still  haven't 
been  implemented. 

So  the  reason  I'm  concerned  is  that  you  tell  us  that  you  disagree 
with  the  factual  findings  of  the  Inspector  General,  your  own  In- 
spector General,  even  now,  but  that  you're  going  to — we  should 
trust  you — ^you're  going  to  implement  all  of  these  recommendations 
now,  all  29  of  them,  but  you  didn't,  as  of  March  of  this  year,  when 
the  IG  testified,  implement  the  four  that  they  made  in  1994.  And, 
in  fact,  when  the  IG  said,  "We  don't  want  you  to  take  any  more 
trips  until  you  get  this  straightened  out,"  you  then  went  and  took 
two  more  major  trips,  as  well  as  others,  that  resulted  in  this  latest 
draft  IG  report  that  suggests  not  just  civil  but  potential  criminal 
violations. 

Mrs.  O'Leary.  Is  there  a  question? 

Mr.  Cox.  So  my  question  is — ^yes — why  should  we  repose  a  great 
deal  of  confidence  in  a  promise  that  in  the  future  you  will  imple- 
ment these  recommendations  when  it  took  from  1994  to  1996  to  get 
around  to  implementing  fully  the  four  recommendations  that  were 
made  in  1994,  particularly  since  the  IG  had  told  you  not  to  take 
any  more  trips,  even  though  you  did,  until  those  first  four  were  im- 
plemented? 

Mrs.  O'Leary.  Mr.  Cox,  we're  really  in  the  weeds  and  I'm  going 
to  try  to  get  out  of  them. 

Mr.  Klink.  Would  the  gentleman  yield  for  one  moment? 

Mr.  Cox.  I'd  be  pleased  to  yield. 

Mr.  Klink.  Thank  you.  I  just  wanted  to  inform  the  gentleman  I 
have  before  me  the  record  of  subcommittee  hearing  from  March  8, 
1996  and  the  Department  did  respond  to  this.  This  is  in  our  record 
at  one  of  our  early  hearings.  I  know  it's  hard  to  keep  all  of  these 
things  straight. 

And  I'm  told  that  this  was  a  response  from  Tim  Travelstead,  who 
I  understand  is  here  in  the  room,  and  he  has  listed  at  page  173 
of  the  subcommittee  record,  and  this  may  clear  it  up  for  the  gen- 
tleman, he  has  listed,  first  of  all,  that  they  support  the  findings 
and  has  listed  all  four  recommendations. 

So  this  has  been  gone  over  and  it  is  in  the  record  of  previous 
hearings. 

Mr.  Cox.  I  appreciate  my  colleague's  referring  to  the  Depart- 
ment's view  of  whether  or  not  it  has  implemented  these  rec- 
ommendations but  it  is  the  Inspector  General's  testimony  to  which 
I  refer  and  it  was  the  IG's  view  that  the  Department  has  not  done 
so.  But  I  return  to  the  Secretary. 

Mrs.  O'Leary.  Thank  you,  Mr.  Cox.  Several  points  to  be  made. 
My  colleagues  behind  me  want  me  to  be  certain  to  indicate  to  you 
that  we  believe  that  we  had  implemented  these  changes  and 
sought,  through  the  continued  trips,  to  change  our  mode  of  acquir- 
ing a  service  to  meet  the  needs  of  the  IG.  These  were  not  casual 
exchanges  with  the  IG  and  later,  formal  exchanges  where,  you 
Imow,  paper  is  filed  over  the  transom.  We  have  interacted  with  Mr. 
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Layton  to  try  and  understand  what  it  takes  to  satisfy  him  that  im- 
plementation has  occurred. 

And  let  me  tell  you  what  I  discovered.  I  discovered  that  Mr. 
Layton's  quarrel  is  he  wants  to  see  a  formal,  final  document  to  be 
issued,  rather- 


Mr.  Cox.  The  original  recommendation  in  1994 

Mr.  Barton.  The  gentleman's  time  has  expired.  We'll  let  the  Sec- 
retary complete  the  question,  answer  the  question. 

Mrs.  O'Leary.  Thank  you. 

The  Secretary  of  Energy  of  course  continued  to  go  on  inter- 
national Presidential  trade  missions  because  our  Nation  had  made 
those  commitments.  The  quarrel  is  whether  the  formal  policy  had 
been  reduced  to  writing  and  agreed  to  by  everyone. 

It  was  clear  to  us  that  it  was  going  to  take  some  months  to  have 
that  occur  while  on-going  investigations  were  being  completed.  But 
to  leave  the  impression,  sir,  that  I  personally  have  not  attended 
this  nor  spent  hours,  directing  other  people  to  spend  hours  trying 
to  accomplish  these  goals  is,  I  fear,  sadly  mischaracterizing  what 
I  have  done  and,  more  importantly,  what  others  have  done. 

And  finally,  the  reason  you  should  trust  me  is  because  I've  got 
deliverables  on  the  line  with  respect  to  cutting  costs,  with  respect 
to  keeping  our  commitments,  which  your  own  Government  Ac- 
counting Office,  as  late  as  yesterday,  has  indicated. 

So  if  you  don't  believe  me,  believe  your  own  Agency  that  is  keep- 
ing book  on  my  commitments.  And  I'll  make  that  one  and  I  believe 
that  I  had,  in  substance  and  in  spirit,  lived  up  to  the  suggestions 
of  the  Inspector  General,  who  does  not,  sir,  direct  me;  he  advises 
me. 

Mr.  Cox.  And  investigates  you. 

Mrs.  O'Leary.  And  often  does  at  my  request,  Mr.  Cox,  which  was 
the  case  in  this  instance,  at  my  request,  my  request. 

Mr.  Barton.  The  Chair  is  going  to  recognize  Mr.  Dingell  but  be- 
fore he  does  I  want  to  exercise  the  prerogative  of  the  Chair.  I  don't 
want  to  be  argumentative.  I  just  want  to  know — I  just  want  to 
know,  and  I  think  the  committee  deserves  to  know,  as  you  just 
said,  the  Inspector  General  doesn't  dictate  what  you  do.  He  or  she 
can  recommend.  And  it  does  say  "should  ensure."  It  doesn't  say 
"shall  ensure,"  or  "must  ensure." 

What  my  question  is,  on  the  two  additional  trade  missions  that 
occurred  after  your  receipt  of  this  memorandum,  did  you  read  the 
paragraph  where  it  was  the  recommendation  that  those  travel  mis- 
sions should  not  occur? 

Mrs.  O'Leary.  Mr.  Barton,  Mr.  Chairman 

Mr.  Barton.  I'm  just  asking. 

Mrs.  O'Leary.  You've  got  to  let  me 

Mr.  Barton.  Were  you  conscious 

Mrs.  O'Leary.  Do  you  want  me  to  do  a  yes  or  no  or  do  you  want 
me  to  tell  you  what  occurred? 

Mr.  Barton.  Either,  as  you  prefer. 

Mrs.  O'Leary.  I  prefer  to  tell  you  what  occurred. 

Mr.  Barton.  Then  tell  me. 

Mrs.  O'Leary.  You  characterized  an  impromptu  stop-in  to  my  of- 
fice on  days  where  I  am  scheduled  every  hour  on  the  hour  to  talk 
about  substantive,  important  work,  as  my  failure  to  attend  to  a 
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piece  of  paper  that  I  do  not  recall  seeing  when  it  was  put  before 
me,  if  it  was  put  before  me 

Mr.  Barton.  That  was  not  my  question,  Madam  Secretary. 

Mrs.  O'Leary.  Please  let  me  finish.  But  what  I  am  certain  of  is 
that  I  and  people  working  with  and  for  me  took  these  requests  seri- 
ously, as  we  do  all  Inspector  General  findings.  With  respect  to 
"Don't  travel  anymore,"  I  don't  know  whether  I  read  that  on  day 
1,  day  2  or  day  3,  but,  Mr.  Barton,  it  would  not  have  mattered.  We 
were  committed  to  go  to  China,  for  God's  sake,  which  was  the  larg- 
est market  in  the  world  for  energy  services  and  contracts  and  sale 
of  technology. 

Would  I,  on  this  letter,  not  even  addressed  to  me,  pull  back  from 
my  commitment  to  go  to  China?  No,  sir.  And,  at  the  same  time,  we 
were  moving  to  correct  the  deficiencies  addressed  to  two  other  very 
senior  people  in  the  Department  of  Energy. 

Mr.  Barton.  Well,  Madam  Secretary,  I  appreciate  that  honest  re- 
sponse. 

Mrs.  O'Leary.  Thank  you. 

Mr.  Barton.  Let  me  say  had  I  been  the  Secretary  of  Energy, 
which  I  probably  will  never  be 

Mrs.  O'Leary.  Trust  me;  it's  a  job  you  don't  want. 

Mr.  Barton.  I  understand  that.  But  had  I  been,  once  I  was  cog- 
nizant— I  understand  how  busy  you  and  Cabinet  secretaries  are 
but  once  I  was  personally  cognizant  that  the  chief  officer  in  the  De- 
partment for  overseeing  the  financial  accountability  of  the  Depart- 
ment, once  they  had  told  me  that  I  should  not  do  something  until — 
and  it  says  "all  of  the  processes  and  procedures  covering  inter- 
national travel  have  been  addressed."  As  a  manager,  I  would  have 
insisted  that  those  processes  and  procedures  had  been  addressed. 

Mrs.  O'Leary.  And  Mr.  Barton,  you  and  I  agree.  Those  processes 
were  being  implemented  in  practice.  And  our  quarrel  is  it  was  not 
the  written  initial  policy,  which  took  a  year  to  negotiate,  including 
interaction  with  the  OfHce  of  the  Inspector  General  and  the  GAO. 
That's  where  you  and  I  have  a  quarrel.  We  can  have  it  for  the  rest 
of  the  morning  and  to  the  afternoon. 

Mr.  Barton.  Well,  we  only  have  about  50  minutes. 

The  Chair  would  recognize  Mr.  Dingell  for  10  minutes. 

Mr.  Dingell.  Thank  you,  Mr.  Chairman.  I  want  to  congratulate 
you.  You've  had  a  most  successful  hearing  yesterday  and  today.  I 
think  we  ought  to  take  a  hard  look  at  what  we  have  accomplished 
here. 

First  of  all,  Mr.  Chairman,  you  have  established  that  there  has 
been  mismanagement  in  connection  with  these  trips.  The  Secretary 
has  admitted  it.  You  have  sought  an  agreement  for  the  correction 
of  the  abuses  and  the  defects  in  the  processes  of  the  Department 
and  you've  achieved  that.  The  Secretary  has  assured  us  today  of 
full  correction  and  no  repetition.  And  I  would  observe  that  in  re- 
sponse to  a  question  of  mine  the  Secretary  said  yes,  that  she's  re- 
viewing all  questions  relative  to  the  behavior  of  the  Department 
and  also  with  regard  to  compliance  with  the  law  and  all  the  facts 
associated  with  those  matters  relative  to  the  trips. 

The  Secretary  has  also  indicated  she's  reviewing  all  corrective 
measures  that  need  to  be  implemented.  She's  doing  this  in  con- 
sultation with  the  IG,  the  GAO,  the  General  Counsel's  Office. 
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She's  also  indicated  that  when  the  process  has  been  completed 
she  will  take  all  corrective  actions  necessary.  I  believe  she  will  in- 
form this  committee  and  I  believe  this  committee,  in  connection 
with  its  proper  oversight  of  these  matters,  can  see  to  it  that  these 
matters  go  forward.  So  I  believe  that  that  is  a  success. 

We've  also  found  out,  in  connection  with  these  proceedings,  that 
these  foreign  trade  missions  by  the  Department  are,  first  of  all,  au- 
thorized by  not  one  but  two  statutes,  one  of  which  came  out  of  this 
committee;  and  two,  that  there  are  significant  benefits  which  have 
been  achieved  by  and  on  behalf  of  U.S.  companies  which  were  par- 
ticipants to  these  trade  missions. 

And  I  think  the  next  point  is  that  we  are  finding  clearly  that 
these  are  undertakings  by  the  Department  which  must  take  place 
in  the  interest  of  U.S.  corporations.  One  U.S.  corporation  indicated 
that  they  had  achieved  some  $750  million  in  contracts  out  of  this, 
just  one  of  the  participants  in  our  proceeding  yesterday. 

We've  also  found  that  this  is  a  matter  of  considerable  importance 
to  the  U.S.  economy,  to  jobs,  opportunity  and  to  the  success  of  the 
United  States  in  competing  in  the  world.  There's  better  than  a  $4 
trillion  market  out  there.  There's  $1  trillion  in  China  and  $1.4  tril- 
lion in  India  and  the  rest,  of  course,  which  will  be  elsewhere.  Coun- 
tries all  over  the  world  and  industries  all  over  the  world  are  scram- 
bling to  get  this  new  business. 

Now,  I  will  just  give  you  some  rules  of  thumb  that  I  think  are 
kind  of  interesting.  Each  thousand  megawatts  is  $1  billion.  Each 
$1  billion  is  somewhere  between  20,000  and  50,000  jobs  in  the 
United  States. 

Now,  we've  heard  huge  charges  and  the  story  has  been  put  out, 
perhaps  even  by  the  staff  of  this  committee,  that  these  were  lavish 
trips  conducted  in  Oriental  splendor  and  luxury.  I  have  listened  be- 
cause I  thought,  "My,  this  is  a  wonderful  opportunity  for  this  com- 
mittee to  establish  there's  rascality  going  on  in  government."  And 
nowhere  have  I  heard  that  these  trips,  during  these  hearings,  were 
lavish  or  conducted  in  Oriental  splendor  or  that  there  were  lavish 
banquets  or  anything  of  that  sort. 

All  I've  heard  is  that  they  traveled  in  a  somewhat  decrepit  air- 
craft, which  broke  down  at  one  point,  even  though  it  had  been 
owned  by  a  famous  and  noted  rock  star. 

I  also  looked  to  see  the  benefits  which  had  been  achieved  and 
found  that  they  were  significant.  I  also  looked  to  see  whether  or 
not  there's  any  testimony  of  the  splendor  character  of  these  trips 
and  I  didn't  find  any. 

So  we  appear,  Mr.  Chairman,  to  have  established,  I  think,  some- 
thing on  which  this  committee  can  say  we've  done  something  and 
you've  led  us  well  up  to  this. 

The  facts,  I've  got  to  observe,  are  something  that  are  very  obdu- 
rate. You  can  rail  all  you  want  at  facts  but  I  think  I've  set  out  the 
facts  that  we've  found.  And  I  don't  think  that  any  amount  of  addi- 
tional hearings  is  going  to  establish  any  different  facts,  unless  you 
or  the  staff  or  somebody  can  inform  me  otherwise. 

So  I  think  that  we're  down  to  the  point  where  we're  mining  some 
pretty  low  ore.  Having  fished  for  whales  and  caught  a  few  little- 
sized  fish,  we  appear  to  be  now  down  to  the  diligent  business  of 
fishing  for  minnows.  And  I  would  suggest  that  out  of  mercy  for  all 
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concerned,  we  should  look  at  an  early  time  for  an  adjournment  of 
this  subcommittee  so  that  the  Secretary  can  go  back  to  her  impor- 
tant business  of  running  the  Department,  dealing  with  nuclear 
waste  problems  and  other  matters  which  are  of  great  concern  to  us, 
and  also  to  looking  into  the  questions  of  correcting  the  abuses 
which  you  and  the  staff  and  the  GAO  and  the  IG  have  properly 
pointed  out. 

I  think  the  committee  ought  to  mercifully  permit  the  Secretary 
to  do  that  and  the  members  of  the  committee  now  to  go  about  other 
business  and  perhaps  the  press  to  go  out  and  write  a  story  that 
perhaps  there  wasn't  such  a  huge  display  of  misbehavior  on  the 
part  of  the  Secretary  and  there  wasn't  such  lavish,  high  living  on 
these  trips,  that  her  expenditures  were  not  grossly  excessive,  con- 
sidering the  benefits  achieved,  and  that  the  abuses,  which  have 
correctly  and  properly  been  found,  will  be  corrected. 

And  I  think  we  should  all  go  forth  rejoicing  at  the  accomplish- 
ments of  the  day  and  seeking  not  to  stress  ourselves  more  by  at- 
tempting to  change  facts  or  by  attempting  to  find  anything  more 
than  the  record  hasn't  already  indicated  we've  found. 

Thank  you,  Mr.  Chairman. 

Mr.  Barton.  The  gentleman  has  4  minutes. 

Mr.  DiNGELL.  I'll  be  glad  to  repeat  it  because  I  enjoyed  it  myself. 

Mr.  Barton.  Well,  that  completes  our  second  round  of  questions. 
The  Chair  is  going  to  recognize  himself  for  the  third  and  last  round 
at  this  hearing. 

I  want  to  refer  you,  Madam  Secretary,  to  the  draft  Inspector 
General  report  on  page  49  where  it  talks  about  Pakistan. 

I  want  to  first  say  that  in  my  prior  round  I  said  that  the  Depart- 
ment was  scrambling  to  fill  the  seats  on  the  South  African  trip. 
The  specific  reference  that  I  was  referring  to  was  actually  the  Paki- 
stan trip,  which  did  actually  occur.  It's  one  of  the  first  two  trips. 

But  at  the  bottom  of  page  49  it's  talking  about  participants  drop- 
ping out  at  the  last  minute  and  it  sa^'^s,  "The  trip  coordinator  knew 
that  a  technology  firm  CEO  was  interested  in  the  trip,  contacted 
the  CEO  at  midday  on  the  date  of  the  mission's  departure.  The 
CEO  was  departing  his  office  to  catch  a  commercial  flight  from  a 
North  Carolina  airport  when  she  told  him  that  if  he  could  get  to 
Dulles  International  in  Northern  Virginia  by  10  p.m.  he  could  fly 
on  the  Secretary's  aircraft  as  a  business  delegate  of  the  official  del- 
egation. 

"The  trip  coordinator  told  us  that  the  technology  firm  CEO  was 
contacted  rather  than  candidates  from  the  trip's  waiting  list  be- 
cause the  CEO  was  the  most  able  to  get  to  the  Secretary's  aircraft 
by  the  departure  time.  The  trip  coordinator  said  that  she  sent  fac- 
simile information  explaining  the  cost  of  the  charter  aircraft  trans- 
portation to  the  CEO  on  the  date  of  departure."  And  the  last  para- 
graph on  that,  it  says,  "The  technology  firm  CEO  was  billed  $6,577 
for  the  cost  of  the  charter  aircraft  to  Pakistan  but  the  total  balance 
remains  outstanding.  The  CEO  told  us  that  he  received  a  bill  but 
that  he  considered  his  reimbursement  to  be  an  open  issue.  Accord- 
ing to  the  CEO,  he  was  surprised  to  receive  a  bill  from  DOE  be- 
cause he  was  never  informed  that  he  would  have  been  required  to 
pay  for  transportation,  other  than  from  his  office  to  the  Dulles 
International  Airport."  Now,  that's  the  specific  instance  where  I 


222 

was,  in  my  mind,  about  scrambling  to  fill  the  plane,  but  that  was 
at  Pakistan. 

Now,  I  want  to  go  to  South  Africa  and  this  is  on  page  51.  Now, 
South  Africa,  you  used  a  different  method  of  reimbursement  for  the 
nonofficial  travelers.  I  think  the^re  referred  to  as  business  travel- 
ers. 

Four  days  before  departure  there  were  16  or  17  unpaid  seats  on 
the  aircraft  and  under  the  agreement 

Mrs.  O'Leary.  Excuse  me,  Mr.  Barton.  I  was  listening  to  you, 
thinking  back  to  what  you  had  said  earlier,  I  neglected  to  listen 
carefully  to  hear  the  page.  What  page  are  you  reading  from? 

Mr.  Barton.  I'm  now  on  page  51. 

Mrs.  O'Leary.  Thank  you. 

Mr.  Barton,  And  in  this  instance,  the  South  Africa  trip  was  the 
last  trip 

Mrs.  O'Leary.  Trust  me;  I  remember. 

Mr.  Barton.  There  was  an  agreement  with  a  charter  company 
called  Flight  Time.  They  had  the  right  to  cancel  the  charter 

Mrs.  O'Leary.  Are  you  reading  at — excuse  me,  sir — the  second 
full  paragraph  on  that  page? 

Mr.  Barton.  Well,  I'm  not  reading  now  but  I'm  going  to  read  in 
a  minute. 

Mrs.  O'Leary.  Okay,  I'll  wait. 

Mr.  Barton.  Okay.  But  Flight  Time  had  the  right  to  cancel  the 
charter  and  could  have  assessed  the  Department  of  Energy 
$150,000  in  cancellation  fees. 

Now  I  am  going  to  read.  This  is  the  third  paragraph  on  page  51. 
"Four  days  before  departure  there  were  16  or  17  unpaid  seats  on 
the  aircraft."  Further  down  in  that  paragraph,  "A  Flight  Time  offi- 
cial stated  on  August  14  that  due  to  a  shortfall  in  excess  of 
$100,000  under  what  he  was  required  to  have  received  by  the  es- 
tablished due  date.  Flight  Time  was  reevaluating  the  charter 
agreement,  pending  cancellation."  That  was  on  August  14. 

You  go  further  down  and  in  the  last  paragraph,  "We  identified 
$90,000  in  travel  funds  obligated  by  DOE  between  August  10  and 
August  17,  which  paid  for  the  travel  of  10  individuals  to  South  Af- 
rica. The  break-out  of  the  10  individuals  and  the  date  the  funds 
were  obligated  were  as  follows:  two  employees  of  other  Federal 
agencies  on  invitational  travel,  August  10;  two  representatives 
from  U.S.  colleges  and  universities  on  invitational  travel,  August 
10,  1995;  a  representative  of  a  nongovernmental  organization,  invi- 
tational travel,  August  10;  the  Secretary's  executive  protection  offi- 
cer, August  11;  executive  director  of  the  Jemison  Group,  August  11; 
a  representative  of  a  nongovernmental  organization  on  invitational 
travel  on  August  16;  a  representative  of  a  State  utility  board  on  in- 
vitational travel,  August  16;  and  an  employee  of  a  DOE  contractor 
on  assignment  at  DOE  headquarters  who  told  us  she  had  only 
about  48  hours  prior  notice  of  her  participation  August  17." 

Now,  that  may  not  be  scrambling,  you  can  certainly  quarrel  with 
the  verb,  but  it  certainly  doesn't  appear  to  be  a  well  planned  out 
method  of  billing  participants.  And  certainly  on  the  invitational 
travel,  which  weve  really  not  even  gotten  into,  there  has  to  be  a 
direct  finding  by  you  or  one  of  your  principal  officers  that  it's  in 
the  government's  interest  for  the  person  to  participate  on  an  invita- 
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tional  basis  which  means,  as  you  know,  that  the  government  will 
pay  for  the  cost  of  the  person's  participation. 

So  I  put  that  into  the  record.  I  would  be  happy  to  stand  corrected 
if  there's  a  different  way  to  phrase  that  but  I  used  the  word 
"scrambling"  because  that's  what  it  appeared  to  me.  Do  you  wish 
to  comment  on  that? 

Mrs.  O'Leary.  Yes,  I  do  and  you're  perfectly — ^you  know,  you 
characterize  what  you  read  in  a  way  that  makes  sense  to  you  and 
I  respect  your  ability  to  not  only  do  that  but  to  come  up  with  a 
characterization  that  fits  the  facts  as  you  know  them. 

Interestingly,  in  this  case  I  have  a  few  more  facts  at  my  disposal, 
and  what  I'm  aware  of  is  that  in  each  of  these  categories  the  people 
who  were  planning  this  trip  and  the  young  woman  who  was  the 
business  delegate  liaison  had  detailed  lists  of  people  who  were  on 
the  trip  because  they'd  indicated  they  wanted  to  be  on  the  trip  and 
wait-listed. 

You've  just  read  a  list  of  people  who,  by  and  large,  are  Federal 
employees  and  are  invitational  travel — college  presidents  and  mem- 
bers of  either  small  businesses — the  astronaut,  in  fact,  May 
Jemison,  is  one  of  them — and  other  governmental  employees. 

My  colleagues  have  told  me  that  these  people  were  always  slated 
for  the  plane.  This  is  especially  true  of  the  National  Security  Coun- 
cil staff  member,  who  I  know  was  on  the  plane  and  was  always  in- 
tended to  be  on  the  plane. 

This  is  true  for  the  astronaut.  May  Jemison,  because  we  believed 
it  was  important  for  her  to  be  with  the  delegates,  the  business  del- 
egates. 

And  I  know  that  this  paperwork  was  in  progress  well  before  the 
final  hours  that  the  plane  departed.  And  you  will  likely,  Mr.  Chair- 
man, continue  to  hold  to  your  characterization  of  what  occurred 
and  I  will  continue  to  hold  to  mine  because  I  know  the  facts  sup- 
porting the  outcomes. 

Mr.  Barton.  Well,  honorable  people  can  disagree  honorably. 

This  last  round,  and  I  wish  we  had  more  time  because  I'd  like 
to  do  a  complete  round  just  on  invitational  travel,  which  the  De- 
partment of  Energy  said  in  31  instances,  I  believe  all  but  7  in- 
stances there  was  some  violation,  although  the  IG  admits  that  the 
regulation  is  difficult  to  understand. 

I  want  to  go,  in  the  few  minutes  I  have  left,  to  the  per  diem  situ- 
ation. The  draft  Inspector  Greneral  report  says  that  in  223  in- 
stances that  they  reviewed,  222  of  those  per  diem  expenses  were 
improperly  paid  for.  According  to  the  Federal  regulations,  and  it's 
41  CFR  30-7.12,  Department  of  Energy  employees  must  reduce 
their  per  diem  allowance  when  meals  furnished  by  any  source  out- 
side DOE  in  the  course  of  official  travel."  Under  28  U.S.  Code  Sec- 
tion 2514,  fraudulent  claims  against  the  United  States  shall  be  for- 
feit. There  are  tough  criminal  penalties  under  18  U.S.  Code  for  fil- 
ing knowingly  false  claims  against  the  U.S.  Government.  These 
penalties  are  up  to  $10,000  in  fines  and  up  to  5  years  in  prison  or 
both. 

Now,  when  you  only  have  one  person  out  of  223  and  I  believe 
there  were  257  that  actually  traveled  but  only  223  of  the  vouchers 
were  looked  at  and  only  one  is  doing  it  properly,  that  would  appear 


224 

to  me  to  be  a  fairly  serious  problem.  Do  you  want  to  comment  on 
that? 

Mrs.  O'Leary.  I  certainly  do.  Yes,  Mr.  Chairman. 

Mr.  Barton.  I  would  like  for  you  to  be  able  to  tell  us  that  you're 
the  one  person  who  did  it  properly. 

Mrs.  O'Leary.  Not  so  because  I,  along  with  our  Deputy  General 
Counsel,  must  plead  to  not  knowing  of  the  regulation. 

But  let  me  put  your  mind  at  ease  with  respect  to  these  trips  and 
these  meal  functions.  By  and  large,  the  majority  of  the  Federal  em- 
ployees working  on  these  delegations  were  not  invited  to  these 
functions.  They  were  for  the  assistant  secretaries,  the  secretary, 
and  the  like. 

So  you  can  rest  your  mind,  as  we  now  begin  to  recount  both  the 
list  of  invited  people  at  these  so-called  meal  functions  that  were 
paid  for  by  others.  The  universe  of  people  within  the  Department 
who  were  invited  to  those  functions  is  very  limited. 

I  will  be  very  quick  to  tell  you  the  moment  that  I  understood 
there  was  such  a  regulation  I  pulled  out  my  little  itinerary  and 
looked  at  what  the  meal  functions  were.  I  withdrew  from  itin- 
eraries seversd  delegation  breakfasts,  because  I  had  been  up  long 
each  day  on  a  mission  before  the  delegations  had  their  breakfast 
and — trust  me — had  eaten  while  I  had  other  business  meetings,  for 
which  the  government  gave  me  fair,  though  inadequate,  compensa- 
tion. 

But  I,  nonetheless,  have  paid  $365  for  the  meal  functions  which 
I  attended.  I  want  to  be  very  frank  to  tell  you  I  have  no  recollection 
of  where  I  ate.  I  have  seen  many  pictures  of  me  taken  from  contact 
sheets  by  my  own  Inspector  General  of  me  sitting  at  a  table,  inter- 
estingly enough,  never  a  fork  in  my  mouth. 

Nonetheless,  if  I  was  there  and  food  was  offered,  I  have  paid  for 
those  meals. 

The  chief  financial  officer  has  put  the  call  out  to  everyone  on  the 
delegation  who  was  present  at  those  functions  and  we  will  recoup. 

As  you  read  the  language  from  the  regulation,  Mr.  Chairman,  I 
heard  "knowingly."  We  had  to  know  about  the  regulation.  I've  tried 
to  take  care  of  that  by  now  instructing  the  General  Counsel  to  be 
working  with  our  Chief  Financial  Officer  to  ensure  that  everyone 
knows  the  rule  with  respect  to  meal  and  other  expenses  so  that 
this  will  not  occur  again. 

Mr.  Barton.  I  appreciate  that. 

My  time  has  expired.  I'm  going  to  recognize  Mr.  Klink.  Before  I 
do  that,  the  Inspector  General,  and  I  think  I'm  quoting  directly 
from  the  report,  says  that  "Improper  claims  for  per  diem  was  a 
widespread  problem  for  the  trade  missions  and  may  be  an  equal 
and  serious  problem  for  domestic  travel  by  Department  of  Energy 
employees."  So  that's  not  from  the  report.  Okay.  So  that  might  be 
something  that  we're  going  to  ask  you  to  look  into,  not  just  for 
these  trade  missions,  but  since  the  Department  spends  $85  million 
a  year  on  travel  for  its  employees  domestically,  if  you  didn't  under- 
stand it  for  international  travel,  there's  at  least  the  possibility  that 
you  also  don't — not  you  personally 

Mrs.  O'Leary.  That's  okay.  It  all  belongs  to  me,  sir. 

Mr.  Barton,  [continuing]  that  your  Department  doesn't  under- 
stand it  domestically,  either. 
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Mrs.  O'Leary.  Well,  Mr.  Chairman,  we're  a  little  ahead  of  the 
curve  on  this  one  because  we've  finally  gone  to  a  computer-driven 
system  for  the  filing  of  travel  vouchers  and  therefore  making  the 
review  of  travel  vouchers  a  lot  easier  to  the  uninformed,  and  you 
now  know  how  many  of  us  are  uninformed,  because  these  are  dif- 
ficult and  arcane  rules. 

What  we've  got  to  do  now  is  move  as  quickly  as  possible,  as  we 
are  doing,  to  see  that  all  of  our  offices  are  using  these  assisted  com- 
puter programs,  and  we  will  be  able  to  track  these  errors. 

Of  my  own  personal  experience,  now  having  directed,  on  four  oc- 
casions, that  my  travel  vouchers  be  audited  and  reaudited  and 
reaudited,  I  know  that  we  have  far  to  go.  These  computer  programs 
will  help  us. 

Mr.  Barton.  The  Chair  would  recognize  Mr.  Klink  of  Pennsylva- 
nia for  10  minutes. 

Mr.  Klink.  Thank  you  again,  Mr.  Chairman. 

You  know,  no  one,  and  I've  tried  to  listen  very  carefully  today — 
I  have  not  heard  anyone  on  this  subcommittee  make  accusations 
that  anything  criminal  has  occurred.  However,  the  word  "criminal" 
has  been  used  very  liberally.  It's  peppered  our  conversation  and 
statutes  have  been  read. 

Mr.  Fygi,  let  me  just  ask  you,  as  the  lawyer  at  the  table,  is  there 
anything  criminal  in  what  we're  talking  about  here? 

Mr.  Fygi.  The  Inspector  Greneral's  report  does  not  reveal  any 
facts  or  claim  any  facts  that  provide  any  basis  for  any  suggestion 
that  there  has  been  any  criminal  misconduct  or  criminal  liability 
in  any  of  these  transactions. 

Moreover,  the  Inspector  Greneral's  office  has  begun  to  cooperate 
with  our  office's  review  of  the  Anti-Deficiency  Act  compliance  issues 
and  given  us  their  work  papers,  and  those  work  papers  likewise 
fail  to  indicate  any  such  criminal  liability. 

And  I'm  glad  you  stated  that  because  there  was  another,  what 
I  felt  erroneous,  characterization  in  some  of  Mr.  Cox's  remarks  ear- 
lier in  which  he  alluded,  if  my  ear  is  correct,  to  the  "defalcations" 
described  in  the  Inspector  General's  report.  "Defalcation"  is  a  high- 
falutin  word  for  theft,  and  nothing  in  the  IG's  report  indicates  that 
any  bureaucrat  stole  any  money  here. 

The  only  question  that's  involved  is  an  issue  whether  the  correct 
appropriation  accounts  were  used  for  certain  of  the  South  Africa 
mission  and  China  mission  events,  and  that  is  a  matter  we  have 
to  look  into.  And  the  only  responsible  way  we  can  answer  the  liabil- 
ity, including  the  Anti-Deficiency  Act,  questions  is  to  conduct  the 
factual  review  that  is  required  because  there  has  to  be  conduct  by 
a  Federal  official  associated  with  one  of  these  erroneous  expendi- 
tures before  one  can  arrive  at  a  conclusion  that  even  in  an  adminis- 
trative sense,  the  Anti-Deficiency  Act  was  violated. 

Mr.  Klink.  Since  the  chairman  has  been  so  gracious  with  time, 
I  will  yield  to  him  on  that  point. 

Mr.  Barton.  I  appreciate  that  because  this  is  an  important 
point. 

Now,  Mr.  Fygi,  my  understanding  is  that  you're  a  career  em- 
ployee of  the  Department  of  Energy. 

Mr.  Fygi.  That's  correct. 


226 
Mr.  Barton.  You've  been  with  the  Department  for  how  many 


years? 

Mr.  Fygi.  Since  it  was  established  in  1977. 

Mr.  Barton.  Now,  I'm  not  sure  what  your  ranking  is  within  the 
General  Counsel's  Office.  Are  you  the  No.  2  person,  the  No.  3  per- 
son? 

Mr.  Fygi.  I'm  the  No.  2  person. 

Mr.  Barton.  The  No.  2  person.  And  I  want  to  read  you,  on  page 
102  of  admittedly  the  draft  Inspector  General's  report,  and  I'll  give 
you  time  to  find  it,  page  102.  It's  about  halfway  down.  It's  the  para- 
graph that  starts,  "The  trip  to  South  Africa." 

In  the  middle  of  the  paragraph,  "According  to  a  Department  offi- 
cial, prior  to  the  trip  commencing,  trip  organizers  were  told  that  no 
money  from  the  reception  and  representation  fund  would  be  avail- 
able to  fund  trip  activities  or  events. 

"Although  only  $3,122  was  available  prior  to  the  trip  starting 
and  the  trip  organizers  were  told  no  reception  and  representation 
funds  were  available,  our  review  disclosed  that  the  Department 
was  charged  for  the  following  costs,  none  of  which  have  been 
charged  to  fiscal  year  1995  reception  and  representation  funds." 
Then  it  lists  numerous  charges. 

Now,  as  the  Deputy  General  Counsel  of  the  Department  of  En- 
ergy, what  is  your  opinion  if  an  official  of  the  Department  of  En- 
ergy was  told  that  no  funds  were  available  for  the  expenditure  of 
these  activities  and  then  authorized  such  expenditures?  Is  that  a 
violation? 

Mr.  Fygi.  That  would  likely  present  a  reportable  Anti-Deficiency 
Act  violation,  but  none  of  the  facts  we  have  yet,  and  this  may 
sound  like  a  fine  point,  but  from  the  facts  contained  in  the  IG's  re- 
port, together  with  the  results  of  our  interviews  and  access  to  other 
documentary  materials,  we  don't  yet  have  the  answers  to  the  ques- 
tions whether,  and  who  in  the  Department  actually  asked  vendors 
to  provide  these  activities  for  the  Department  or  whether  the  hotels 
took  it  upon  themselves  to  do  so,  despite  the  lack  of  any  action 
by 

Mr.  Barton.  I  understand  that. 

Mr.  Fygi.  That's  the  missing  link  here. 

Mr.  Barton.  I'm  not  asking  for  verification  of  these  facts  but  my 
question,  and  it  is  a  fine  point  but  it's  important  because  I  think 
the  gentleman  from  Pennsylvania  is  entirely  appropriate  to  be  ex- 
tremely sensitive  to  the  fact  that  we  use  the  words  "criminal 
charges."  I  mean,  that's  not  a  trivial  term  when  a  congressional 
committee  begins  to  use  that  term,  so  I'm  very  sensitive  to  that. 

Mr.  Fygi.  In  that  connection  I  think  it's  well  to  observe  that  in 
conducting  our  research  to  begin  our  duties  here,  we  are,  of  course, 
having  to  examine  the  criminal  liability  elements,  as  well,  and 
have  found,  as  had  the  GAO  in  1992,  that  there  never  has  been  a 
criminal  prosecution  under  this  element  of  the  Anti-Deficiency  Act, 
even  though  it's  been  in  place  since,  I  believe,  1905. 

Mr.  Barton.  I  understand  that.  Now  again,  I  want  to  ask  one 
more  question  and  then  I'm  going  to  give  the  gentleman  from 
Pennsylvania  as  much  time  as  he  wishes  to  consume  because  he's 
been  gracious  to  yield  to  me. 
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But  if  it's  verified  in  your  investigation  that  a  Department  offi- 
cial knew  that  no  funds  were  available  and  authorized  the  expendi- 
ture of  funds  in  opposition  to  the  law,  is  that  a  criminal  violation? 

Mr.  Fygi.  I'm  not  sure  the  way  you  have  described  it  necessarily 
even  there  the  conduct  would  quite  cross  the  hurdle  because,  bor- 
rowing from  the  "knowingly  and  willfully"  criterion  contained  in 
some  other  statutes,  the  case  law  suggests  that  for  there  to  be  a 
violation  of  a  criminal  statute  containing  the  kind  of  "willful  and 
knowing"  formulation  that  appears  in  31  U.S.C.  1350,  the  criminal 
part  of  the  Anti-Deficiency  Act.  The  standard  is  a  voluntary,  inten- 
tional violation  of  a  known  legal  duty,  and  that  standard  comes 
from  a  Supreme  Court  case  decided  in  1976  involving  tax  liability 
and  likewise  has  been  applied  by  courts  of  appeals  in  applying  the 
criminal  provisions  of  the  Gun  Owner  Protection  Act  and  the  Motor 
Vehicle  Information 

Mr.  Barton.  This  is  a  serious  point.  The  Anti-Deficiency  Act  does 
require  the  Secretary  to  notify  the  Congress  and  the  President. 

Mr.  Fygi.  That's  correct. 

Mr.  Barton.  And  I'm  going  to  assume  that  that  formal  notifica- 
tion is  going  to  be  forthcoming. 

Mr.  Fygi.  It  will.  If  we  conclude  that  there  was  a  violation  of  the 
Anti-Deficiency  Act  in  the  course  of,  or  as  a  result  of,  our  review, 
the  anticipated  result  will  be  exactly  the  kind  of  report  that  you 
describe,  the  formal  report,  which  has  to  indicate  the  circumstances 
of  the  violation  and  the  curative  steps  being  taken  to  avoid  any  re- 
currence. 

Mr.  Barton.  I  thank  the  gentleman  from  Pennsylvania  for  yield- 
ing. 

Mr.  Pearman.  Mr.  Chairman,  let  me  interrupt  for  just  a  moment, 
just  to  understand  clearly  that  this  is  a  very,  very  difficult  and 
complex  situation  and,  as  we've  pointed  out,  we  really  don't  want 
to  arrive  at  any  conclusions  prematurely. 

But  one  of  the  things  that  we  are  doing  is  challenging  and  exam- 
ining all  of  these  costs.  We've  already  determined  with  the  State 
Department  that  two  of  the  notations  pointed  out  here  on  this  page 
102  that  you've  pointed  to  have  been  agreed  to  by  the  State  De- 
partment, that  they  are,  in  fact,  erroneous  and  they're  being  re- 
versed. 

So  it  will  take  us  some  time  to  go  through  all  of  these  charges 
and  we  expect  that  there  will  be  reversals  and  will  not  be 

Mr.  Barton.  Before  I  5deld  back,  "knowingly  and  willingly"  refer 
to  criminal  charges  but  the  same  act,  even  if  there  is  not  bad  faith, 
there  is  a  violation  that  can  result  in  civil  penalties. 

Mr.  Klink. 

Mr.  Klink.  In  reclaiming  my  time,  to  the  chairman,  what  bothers 
me  about  some  of  the  things  that  were  said  at  this  hearing,  as  well 
as  previous  hearings,  I  stated  the  very  first  time  that  Secretary 
O'Leary  appeared  before  this  subcommittee  if  there's  evidence  that 
something  is  wrong,  then  those  people  responsible  for  doing  that 
thing  that  is  wrong  should  be  punished. 

The  IG's  report  is  very  definitive  in  the  fact  that  there  have  been 
administrative  deficiencies  and  the  Secretary  has  testified  that  she 
accepts  the  responsibility  for  that  and  all  29  of  these  recommenda- 
tions are  going  to  be  adhered  to. 
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However,  we  saw  at  yesterday's  hearing  that  there  was  the  lib- 
eral use,  out  of  context,  of  phrases  that  were  pulled  from  the  busi- 
nesses who  participated  in  these  trips.  That  was  used  in  an  April 
24  hearing  to  make  it  appear  that  there  was  no  benefit  to  the  busi- 
nesses that  took  part  in  these  trade  trips.  And  that  is  not  only  bad 
for  the  subcommittee;  it  is  bad  for  the  taxpayers  and  the  people  of 
this  country  to  be  led  that  way  through  some  illusion,  some  misin- 
formation. 

Similarly,  there  have  been  illusions  in  "Dear  Colleague"  letters 
and  in  statements  made  by  members  of  this  subcommittee  and 
other  members  that  there  was  some  luxurious  trip  because  we  were 
on  a  plane  that  was  once  flown  on  by  Madonna  and  it  has  been  al- 
luded to  by  some  that  because  they  were  in  Sun  City,  they  were 
going  there  for  their  own  entertainment. 

Now  todav  we  set  up  hypotheticals  about  criminality.  We  set  up 
hypotheticals  about  what-if  and  we  read  from  statutes. 

The  press,  I  noticed  yesterday  and  I'm  sorry  that  the  reporter 
from  the  Washington  Times  is  gone,  but  they  somehow  ignored 
much  of  the  statements  from  yesterday  about  the  $750  million  in 
business  that  companies  have  done  as  a  result  of  these  trips.  The 
headline  was  something,  and  I  don't  have  the  paper  in  front  of  me, 
"Well,  we've  raised  the  level  of  visibility  but  we  have  no  substance 
from  these  trips."  They  weren't  at  the  same  hearing  I  was  at. 

And  by  using  statements  out  of  context,  by  peppering  the  state- 
ments with  words  about  criminality  and  reading  from  statutes,  it 
gets  out  in  the  press  that  the  Secretary  will  not  be  able  to  reclaim 
her  good  name  if  she  is  found,  in  fact,  to  have  done  nothing  wrong. 

And  I  don't  want  to  see,  as  a  journalist  who  has  sought  truth  his 
entire  adult  life  prior  to  coming  to  Congress,  I  don't  want  to  see 
anybody  railroaded  by  the  illusions  that  then  appear  in  the  news- 
paper. 

And  let  me  go  back  to  the  record  because  yesterday  we  heard 
from  a  gentleman  who  said — ^he  came  up  here  and  said,  "I  want  to 
identify  myself  as  a  Republican,"  and  he  was  upset  about  what's 
going  on  at  these  hearings.  His  name  is  Kenneth  Karas.  He's  the 
president  and  chief  executive  officer  of  the  Zond  Corporation  and 
he's  from  California. 

He  said,  'Tour  investigation  has  received" — this  is  his  direct  tes- 
timony— "Your  investigation  has  received  considerable  notice  in  the 
press  and  I  have  noted  reputed  accounts  of  luxurious  travel  ar- 
rangements. 

"With  respect  to  travel  on  the  trip  to  China  I  decided  not  to  fly 
on  the  chartered  aircraft  the  Secretary  flew  on  because,  as  a  com- 
mercial pilot,  I  thought  the  airplane  was  old.  It  was  20  to  30  years 
old.  It  was  a  DC-8,  about  the  same  age  as  the  DC-9  that  went 
down  in  the  Everglades  recently.  And  it  was  slow.  It  couldn't  make 
a  nonstop  trip  across  the  Pacific  and  so  it  had  to  stop  in  Anchorage 
for  fuel.  I  therefore  flew  commercial. 

"I  understand  from  my  colleagues  on  the  trip  that  the  flight  over 
was  miserable. 

"With  respect  to  hotel  accommodations,  we  stayed  in  good,  busi- 
ness quality  hotels,  which  have  meeting  rooms,  security  capabili- 
ties, communications  and  general  business  services — laundry  facili- 
ties, health  facilities,  et  cetera.  These  hotel  rooms  cost  in  the  range 
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of  $200  to  $250  per  night,  which  is  about  what  hotel  rooms  cost 
around  the  world.  There  was  absolutely  nothing  special  about  these 
hotels. 

"There's  also  been  criticism  of  the  Secretary's  staff.  I  think  our 
company  has  great  people  but  I  was  deeply  impressed  with  how 
tirelessly  the  Secretary's  staff  worked  and  with  their  enthusiasm 
and  ever-present,  cheerful,  helpful  attitudes.  I  doubt  these  people 
had  more  than  3  or  4  hours  of  sleep  a  night  for  weeks. 

"The  Secretary's  schedule  and  ours  was  one  of  the  most  constant 
and  after  these  meetings,  taking  a  great  deal  of  preparatory  work 
in  order  to  come  off  properly;  preparatory  work  requires  staff." 

He  then  gives  his  perspective,  and  this  is,  again,  a  direct  quote. 
"As  a  businessman  and  a  taxpayer,  I'm  dismayed  as  to  why  this 
subcommittee  of  the  Commerce  Committee,  which  is  tasked  with 
some  of  the  most  important  economic  issues  in  our  Nation,  would 
spend  so  much  time  investigating  these  valuable  DOE  trade  mis- 
sions. We  are  looking  at  an  expenditure  of  $3.42  million  out  of  the 
$5.8  billion  nondefense  portion  of  the  DOE  budget,  less  than  one 
tenth  of  1  percent  and  an  infinitesimal  piece  of  the  total  $1,575 
trillion  U.S.  Government  budget. 

"Since  this  investigation  was  brought  to  my  attention  I've  spent 
about  half  as  much  time  on  DOE  investigators,  congressional  inves- 
tigators' requests  for  data  and  now  this  testimony  as  I  did  going 
on  one  of  these  trade  missions.  However,  I  have  spent  the  time  be- 
cause I  believe  the  trade  missions  are  important  and  I  feel  the 
DOE  did  a  great  job  on  the  two  I  went  on. 

"In  conclusion,"  he  says,  "it  is  my  opinion  that  the  missions  were 
valuable,  that  they  will  more  than  pay  for  themselves  and  that  this 
investigation  is  taking  members'  time  that  could  be  better  spent  on 
the  real  issues  that,  in  my  view,  threaten  our  Nation's  economic 
survival — namely.  Social  Security,  Medicare  and  Medicaid  and  the 
deficit  which,  together,  total  $620  billion  and  comprise  40  percent 
of  the  U.S.  budget. 

"In  my  view,  this  issue  with  the  trade  missions  is  just  not  worth 
the  time  of  this  extremely  important  committee,  especially  given 
the  clear  value  of  these  missions.  It  is  my  hope  the  Secretary  will 
not  back  away  from  these  missions  as  a  result  of  this  investigation 
but  will  continue  helping  U.S.  companies  sell  U.S.  products  and 
creating  U.S.  jobs." 

And  again,  we  thank  Republican  businessman  Mr.  Karas  for  that 
statement. 

I'm  also  reminded  by  the  statements  of  Mr.  Victor  Fryling,  the 
president  and  CEO  of  the  CMS  Energy  Corporation,  who  said, 
"Secretary  O'Leary  and  the  DOE  staff  have  contributed  signifi- 
cantly to  our  efforts  in  India.  Our  vocal  support  for  these  programs 
would  be  the  same  whether  they  were  conducted  under  Democratic 
or  Republican  administrations." 

Nancy  Bacon,  again  of  Energy  Conversion  Devices,  said  "We 
would  be  foolish  as  a  country  not  to  promote  U.S.  business  inter- 
ests in  these  enormous  emerging  markets.  Secretary  O'Leary's  ag- 
gressive marketing  of  U.S.  energy  technology  in  these  international 
markets  is  new  and  entirely  appropriate." 

Linda  Marvin,  who  was  quoted  at  the  April  24  hearing,  her  com- 
pany as  not  being  in  favor,  not  thinking  that  these  missions  were 


230    3  9999  05983  598  1 

good,  said,  "Trade  missions  represent  a  strategic  partnership  be- 
tween government  and  industry  where  government  works  policy  is- 
sues and  establishes  crucial  relationships  to  level  the  playing  field 
so  that  industry  can  step  up  to  bat  and  hit  home  runs.  The  energy 
trade  delegation  to  India  and  China  clearly  demonstrate  the  value 
of  approaching  our  common  agenda  as  partners  to  achieve  competi- 
tive leadership  abroad  and  economic  security  at  home." 

I  could  go  on  and  read  from  Robert  Hart,  Dennis  Bakke,  Wayne 
Rogers,  Kenneth  Karas,  all  of  the  people  who  were  here  yesterday. 
But  Mr.  Chairman,  I  simply  say  that  I  find  myself  in  agreement. 
We're  in  the  process  of  snatching  defeat  from  the  jaws  of  victory. 

You've  found  the  problems.  You've  uncovered  the  problems. 
They've  agreed  that  there  are  problems.  They're  going  to  fix  the 
problems.  We  can  overview  the  Department  and  have  oversight 
while  they  fix  these  problems,  make  sure  that  everything  happens 
in  a  timely  manner. 

The  IG's  going  to  continue  to  gather  comment  on  the  IG's  report. 
We  can  continue  to  hear  about  that.  But  at  this  point  we  are  scar- 
ing business  away  from  working  with  our  government  to  bring 
business  and  bring  jobs  back  to  this  country  and  make  taxpayers 
out  of  people  that  currently  are  unemployed  across  this  Nation. 

With  that,  I  yield  back  the  remainder  of  my  time. 

Mr.  Barton.  He  yields  back  about  a  negative  5  minutes. 

Madam  Secretary,  before  I  close  the  hearing  I  want  to  give  you 
the  opportunity  to  make  any  closing  comment  yourself. 

Mrs.  O'Leary.  Thank  you,  Mr.  Chairman.  That  is  extremely  gra- 
cious of  you. 

You  started  by  reminding  everyone  on  this  committee  and  me 
that  you  and  I  have  maintained  an  extremely  cordial  relationship 
while  we  have  gone  through  what  I  know  you  must  now  under- 
stand has  been  a  very  difficult  time  in  my  life. 

The  closing  comment  I  really  want  to  make  is  about  my  mother. 
This  is  the  first  time  that  I  have  admitted  that  she  is  past  80  years 
old.  She  had  extreme  pride  for  me  and  the  U.S.  Government  when 
I  took  this  job.  She  had  extreme  pride  when  the  President  of  the 
United  States,  on  the  basis  of  our  technical  finding,  determined  to 
continue  the  moratorium  on  nuclear  testing.  She  has  had  extreme 
pride  at  every  step  of  the  way  that  she  has  been  able  to  celebrate 
our  successes. 

I  am  sadly  dismayed  that  now  the  thing  that  consumes  her  daily 
is  the  negative  writing  in  the  press  which  leaves  the  impression 
that  her  darling  baby  daughter  may  be  going  to  jail. 

Now,  I  know  that  I'm  not.  I'm  also  clear  on  the  fact  that  the  peo- 
ple who  know  me  understand  that  I'm  a  responsible,  mature  person 
who  likes  sometimes  going  on  uncharted  courses  and  trying  to  at- 
tain victory  when  people  say  it  cannot  be  done. 

What  I  really  regret  is  that  someone  like  me — a  little  offbeat,  a 
little  quirky,  a  little  daring,  a  little  audacious — looking  for  the  op- 
portunity to  serve  his  or  her  government,  will  look  back  on  this 
public  parody  of  what  you  have  attempted  to  do  here  and  decide 
not  to  serve  in  government  and  that  my  mother — God  love  her — 
this  brilliant,  wonderful  woman  who's  always  stood  beside  me,  now 
has  to  worry  whether  people  think  that  I  have  done  something 
wrong. 
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I  regret  that  and  if  there  were  any  way  I  could  correct  the  feeling 
that  my  mother  has  at  this  moment  then  I  would  do  so.  And  I 
would  ask  if  there's  any  way  that  you  can  do  that,  that  you  would 
do  so,  because  in  this  matter  it  turns  out  that  family  counts  most 
and  we  have  hurt  and  pained  her  very  deeply.  For  that  I  am  very 
regretful. 

Mr.  Barton.  Madam  Secretary,  if  the  audience  wishes  to  ac- 
knowledge that  sincere  statement,  you're  certainly  allowed  to,  if 
you  all  want  to  clap  for  that. 

Well,  Madam  Secretary,  as  I  said  at  the  beginning,  our  dif- 
ferences are  policy;  thej^re  not  personal. 

Now,  I  have  listened  as  intently  as  I  can  to  what  you've  said 
today  and  what  your  counselors  have  said.  I  certainly  luiow,  based 
on  the  records  that  we've  made  available,  that  there  are  serious 
problems  in  the  international  travel  procedures  within  the  Depart- 
ment. I  believe  you're  sincere  in  wishing  to  correct  those. 

I'm  somewhat  perplexed  because  in  the  year  1995  there  were 
several — ^two,  to  be  exact — ^trade  missions  undertaken  that  cer- 
tainly my  review  of  the  records  don't  indicate  very  serious  efforts 
were  made  to  make  some  of  the  changes.  But  we  can  disagree 
about  that. 

Mrs.  O'Leary.  Indeed. 

Mr.  Barton.  I  think  these  possible  violations  of  Federal  law  are 
serious.  I'll  apologize  to  you  and  I'll  personally  call  your  mother  if 
you'll  give  me  her  telephone  number. 

Mrs.  O'Leary.  I  will  indeed,  sir. 

Mr.  Barton.  And  assure  her  that  the  last  thing  in  the  world  that 
I  want  as  the  Chairman  of  the  subcommittee  is  to  see  a  Cabinet 
member  go  to  jail. 

Mrs.  O'Leary.  Well,  you  don't  have  to  apologize  for  that,  sir.  You 
don't  have  to  apologize  for  that. 

Mr.  Barton.  We  both  represent  the  people  of  the  United  States, 
myself  in  an  elected  capacity  and  you  in  an  appointed  capacity.  But 
the  concern  of  this  committee  ana  of  this  subcommittee  and  of  me 
as  chairman  is  that,  and  I'll  agree  with  Mr.  Klink,  certainly  bene- 
fits have  occurred  and  will  continue  to  occur.  And,  as  some  of  the 
witnesses  yesterday  said,  it's  an  on-going  process. 

So  we  are  not  trying  to  prevent  you  or  any  other  Cabinet  officer 
of  the  United  States  of  America  from  going  on  future  trade  mis- 
sions. But  we  have  an  obligation  to  do  whatever  we  can,  because 
we  do  have,  as  I  said  earlier,  a  shared  responsibility  to  do  every- 
thing we  can  to  insist  that  proper  procedures  are  followed  and  that 
dollars  are  spent  wisely  and  effectively. 

And  Mr.  Dingell,  he  didn't  say  this  in  his  comments  today  but 
he  told  me  on  the  floor  several  nights  ago  that  seldom  has  he  seen 
people  in  your  position,  and  he  was  not  alluding  to  you,  but  seldom 
has  he  seen  people  in  your  position  actually  follow  through  on  what 
they  say  when  they  testify  in  terms  of  taking  corrective  steps. 

So  I  don't  know  what  we're  going  to  do  as  a  result  of  the  hearing 
today.  I  don't  know  what  formal  action  we  will  next  take.  We  have 
several  options.  We  can  issue  a  report,  work  with  the  minority  and 
members  of  your  staff  to  try  to  implement  some  of  these  rec- 
ommendations. We  could  request  an  additional  hearing.  We  could, 
and  I  don't  think  we're  going  to  do  this  but  we  could  recommend 
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that  certain  actions  be  forwarded  to  the  Justice  Department.  I 
think  that's  premature,  quite  frankly,  but  it's  an  option. 

So  I  guess,  in  closing,  I  will  say  I  am  convinced  that  you  want 
to  do  the  right  thing,  I  don't  have  a  doubt  about  that.  I  am  not  con- 
vinced that  you  have  exhibited  in  the  past  the  attention  to  manage- 
ment to  actually  insist  or  be  able  to  require  that  what  you  want 
done  is  done. 

So  with  that,  we'll  conclude  the  hearing.  I  want  to  thank  you  for 
your  attendance.  I  appreciate  your  other  counselors  and  the  audi- 
ence that  was  here.  The  hearing  is  adjourned. 

[Whereupon,  at  12:53  p.m.,  the  subcommittee  was  adjourned.] 
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